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HE functions and responsibilities of the Auditor General of Canada are outlined 
ik Part VII of the Financial Administration Act. Section 70 of the Act requires 
that the Auditor General report annually to the House of Commons on the results of 
his examinations of the accounts of Canada. 


2. My examinations of the departmental accounts for the fiscal year ended March 
31, 1960 were made in conformity with Section 67 of the Financial Administration Act 
which reads as follows: 


“The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall ascertain 
whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 


to safeguard and control public property.” 


3. In addition, Section 70 of the Financial Administration Act contains the following 
direction: | 


“The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


—— 


an expenditure was not authorized or was not properly vouched or certified, 


(f) a special warrant authorized the payment of any money, 
and to any other case that the Auditor General considers should be brought to the notice of 
the House of Commons.” 
Comments upon the cases brought to the notice of the House under this direction are to 
be found in paragraphs 41 to 84 of this report. 
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4. The Statement of Expenditure and Revenue for the year ended March 31, 1960, 
and the Statement of Assets and Liabilities as at that date, prepared by the Department 
of Finance for inclusion in the Public Accounts, have been examined and certified by 
me as required by Section 69 of the Financial Administration Act, subject to my 
comments in this report to the House of Commons. Copies of these financial statements 
are attached hereto as Appendices 1 and 2, respectively. Copies of the Summary of 
Appropriations, Expenditure and Unexpended Balances, by Departments, and of the 
Summary of Revenue, by Departments, as included in the Public Accounts, are given as 
Appendices 3 and 5, respectively. 


5. The report contains explanatory notes in paragraphs 22 to 29 regarding some of 
the major changes between the 1959-60 and 1958-59 expenditures, by appropriation 
headings. There is also submitted a Summary of Expenditure by Standard Objects 
(Appendix 4) comparing the 1959-60 expenditures with those of 1958-59, by the headings 
used in the Details of the Estimates. 


The Audit Approach 


6. My examinations were conducted on a test basis during the year in accordance 
with past practice, the extent of the tests varying according to the nature of the transac- 
tions and the effectiveness of the internal control. The tests were supplemented by a 
general review of the accounting procedures in the departments and other agencies under 
examination—which comprised all departments, Crown corporations and other instru- 
mentalities of the Government of Canada, excepting those listed in paragraph 113, whose 
accounts were examined by other auditors. 


During the course of our examinations, members of the staff of the Audit Office 
were given full access to all vouchers, records and files of the various departments, 
Crown corporations and other agencies. In addition, they were provided with all supple- 
mentary information and explanations required during the course of their work. I should 
like to express my appreciation for the cooperation so readily extended by departmental 
and Treasury officers and by the administrative and accounting officers of Crown corpora- 
tions and other agencies. Their cooperation greatly facilitated the audit work. 


7. The Audit Office is developing what may be termed the comprehensive audit 
approach. This involves little change in the basic auditing program followed heretofore. 
Broadly speaking, it continues to require that in undertaking an examination of the 
financial affairs of a department, Crown corporation or other agency, the auditor must 
make a complete study of the governing legislation and obtain an understanding of 
the agency’s basic function. In addition, he must study the organization with which its 


management is carrying out that function and understand the policies under which it 
operates. 


As a result of his detailed knowledge of the operations of the agency obtained during 
the course of his audit, the auditor is in a position to work constructively with its 
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management in evaluating the effectiveness of its internal control procedures, and in 
improving the cost controls. This aspect of the work is being extended as circumstances 
permit. 


8. In approaching its work in this manner, the Audit Office is fulfilling an important 
function by helping its clients to improve and develop their efficiency through the 
medium of effective periodic accounting statements and financial reports, the basic tools 
necessary to control costs. 


Government departments and other agencies by their very nature do not possess 
the profit incentive to control costs such as exists in private enterprise. They must 
accordingly develop their own efficiency yardsticks in administering public funds, not 
only to ensure that expenditure is adequately controlled but that “built-in costs”, which 
can so often escape the notice of the best intentioned managements, come under constant 
scrutiny and revision. 


9. Detailed reports addressed to the managements of departments, Crown corpora- 
tions and other agencies are currently being issued by the Audit Office covering the 
results of its examinations. These reports, patterned after those in widespread use among 
professional accountants in private practice, outline the scope of the audit, give a broad 
summary of the operations for the year under review, analyse the financial results in 
comparison with those of previous years and make available to the management 
comments and suggestions regarding weaknesses in internal control, savings that might 
be achieved and other matters noted during the course of the audit. 


The Public Accounts 


10. Pursuant to Section 63 of the Financial Administration Act, the Minister of 
Finance is responsible for the manner in which the accounts of Canada are maintained, 
and Section 64 requires that an annual report, called the Public Accounts, be laid by him 
before the House of Commons. 


The Public Accounts constitute, in effect, Canada’s Annual Financial Report to its 
shareholders, the general public. As such, it should conform to the highest standards of 
financial reporting in the country and be presented in a clear and concise manner without 
being encumbered with unnecessary detail. Only in this way can Parliament and the 
public be expected to give the accounting the attention it deserves. 


Progress has been made during the past several years and again this year towards 
achieving this objective which is a matter of continuing study by the Department of 
Finance. However, much still remains to be done. For example, the listings of suppliers 
and contractors receiving $10,000 and over through each department might be eliminated 
from the Public Accounts in favour of simply providing the information on specific 
request. On the other hand, additional information might be given in some areas, for 
example, comprehensive audited financial statements could be included for certain 
departmental operating activities as suggested in paragraph 148 of this report. 
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Cost of Operations 


11. The accounting that the Public Service makes with respect to Canada’s financial 
affairs today is based on a long tradition of scrupulous care and honesty of purpose. It 
is second to none among the public services of the world in the way it seeks to safeguard 
and account for the funds entrusted to it by Parliament. Its performance is not to be 
condemned simply because instances of waste or lack of judgment in specific transactions 
require disclosure under our parliamentary system. Such instances can be found in 
varying degree in the best managed commercial operations. 


Accounting in government as it has developed over the years is a natural outcome 
of the parliamentary system. It has been designed basically to ensure that expenditures 
are made in accordance with parliamentary authority. This is the essential function. 
Of considerable importance, however, is the necessity for the accounting to provide 
complete and accurate costs of the individual activities or operations and the development 
of reliable yardsticks against which their efficiency can be measured. Only in this way 


can value for money spent be reasonably assured. 


12. It is a recognized fact that the cost of operations of a private business, including 
the cost of its administration as well as the manufacture of its product, must be kept under 
constant examination if management is to control the operations effectively and eco- 
nomically. Only by having accurate figures with which to measure costs can the operations 
be examined in depth on an informed and constructive basis. There would seem to be 
an even greater need in the case of government activities for such detailed examination 
because the funds employed are public funds entrusted to the Government by the 
citizens of the country. 


13. However, under existing governmental practice, the appropriations for each 
department provide only for the cash estimated to be required during the fiscal year 
to discharge the direct costs of the department. They do not ordinarily provide for 
charges for office or other premises occupied because these costs, including rentals paid, 
are usually recorded as budgetary expenditures of a single department, namely, the 
Department of Public Works. The office furniture and fixtures required by the various 
departments are similarly recorded. Likewise, departmental mail is generally carried 
without charge to departments, with the cost absorbed by the Post Office; and telephone 
charges in Ottawa, except long distance charges, are borne by an appropriation for the 
Department of Finance. In general, where occasional services are performed by one depart- 
ment for another, no inter-departmental billings are issued. Generally, also, where 
departmental labour is used in construction work, the cost is not charged to the appro- 
priation for the capital cost of the work. In all these circumstances, although the 
expenditure total may be correct for the departmental services as a whole, expenditures 
are thus erroneously stated for individual departments and appropriations. 
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I believe that early consideration should be given to remedying these accounting 
anomalies and inconsistencies in order that the accounts relating to parliamentary 
appropriations may more accurately record the expenditures incurred for the various 
services. 


14. It is universally recognized in all large business and financial operations that 
accurate internal periodic accounting statements, tailored to meet the particular require- 
ments of the activity, are essential for effective management control of the costs of 
operations. 


If the practices to which I have referred were changed, periodic accounting state- 
ments prepared for management purposes by departmental administrative officers would 
obviously give a more accurate picture of the operations. As a consequence, they would 
become more effective instruments in the hands of departmental managements in the 
control of their expenditures. 


Form of the Estimates 


15. The form of the annual Estimates, a responsibility of the Treasury Board, is 
important from the accounting point of view because it determines in large measure the 
manner in which the subsequent accounting for expenditures is maintained and reported 
in the Public Accounts. This in turn is important to the Auditor General because of his 
responsibilities to Parliament. 


16. Informed consideration of the Estimates by the House of Commons before the 

money is voted is all-important. For this reason, consideration should be given to the 

form of the Estimates presentation with a view to providing more meaningful information, 
for example, by: 


(a) comparing the amounts estimated for the ensuing year directly with the anticipated 
actual expenditure for the current year, as well as with the amounts that had been 
estimated for the current year; 


(b) giving the estimated amounts in three columns: estimated expenditure (gross) ; estimated 
revenue; and net requirements to be voted (thus giving Parliament an opportunity to 


consider the sufficiency of receipts for services rendered, in relation to the costs incurred) ; 


—, 


(c) including both operating and capital budgets of Crown corporations, even where funds 
will be forthcoming in full from corporate resources (thus giving Parliament an oppor- 
tunity to consider broad policies associated with their operations) ; and 


(d 


including appropriate explanations in all cases where expenditures proposed for the year 
involve commitments for future years. 


— 


Summary of Expenditure and Revenue 


17. The Statement of Expenditure and Revenue for the year ended March 31, 1960, 
prepared by the Department of Finance for inclusion in the Public Accounts, 1s given as 
Appendix 1 to this report. It shows expenditure totalling $5,703 million and revenue 
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amounting to $5,290 million. The deficit for the year was, therefore, $413 million compared 
with $609 million in the preceding fiscal year and $38 million in 1957-58. 


18. The actual results for the year ended March 31, 1960 compare with the estimated 
expenditure, revenue and deficit, respectively, as forecast by the Minister of Finance in 
his Budget Speech on April 9, 1959, as follows: 


Estimated Actual 
Mependitare® 6s ee ek hee aos ee he ds ane eae ee $ 5,660 million $ 5,703 million 
Pawnee nS Fc ne LY Rr icky ga Teas aoa Mipeh yieta kata alee eh et 5,267 million 5,290 million 
Rahal. (oh bee 2 Be a OO ee a es ee $ 393 million $ 413 million 


Expenditure 


19. The Summary of Appropriations, Expenditure and Unexpended Balances, by 
Departments for the year ended March 31, 1960, prepared for inclusion in the Public 
Accounts and given as Appendix 3 to this report, shows appropriations amounting to 
$6,046 million, expenditures totalling $5,703 million and unexpended balances of $343 
million. 


20. Of the $6,046 million of appropriations, $2,296 million represented statutory 
appropriations, $3,720 million was for appropriations granted under Appropriation Acts 
(Nos. 2, 4 and 5 of 1959, and Nos. 1 and 3 of 1960), and $30 million was provided by con- 
tinuing 1958-59 appropriations (Votes 709, 734 and 741). 


The expenditure of $5,703 million comprised, in addition to the $2,296 million spent 
under statutory appropriations, amounts totalling $3,407 million charged to the annual 
appropriations. 


The unexpended balances of $343 million lapsed at the end of the year in compliance 
with Section 35 of the Financial Administration Act with the exception of the unspent 
balances of $14,625,000 and $490,000, respectively, in Votes 615 and 648. These balances 
remained available for expenditure in 1960-61 because of the special wording in the 
appropriations, both of which were for continuing projects: 


Vote 615: Payments to provinces and in respect of Indian Bands under the Municipal Winter 
W orks Incentive Program during the 1959-60 and 1960-61 fiscal years of amounts not 
exceeding one-half of the cost of labour incurred in the period from the 1st day of 
December, 1959, to the 30th day of April, 1960, in accordance with terms and conditions 
approved by the Governor in Council .............-ccccececccccccecee $15,000,000 


Vote 648: Expenses in connection with Canada’s participation in the World Refugee Year 
and, notwithstanding section 35 of the Financial Administration Act, to authorize pay- 
ments to be made pursuant to this vote up to the 1st day of April, 1961; there shall be 
charged to this vote and included in the unexpended balance of Vote 55 of the Main 
Estimates, 1959-60, an amount equal to the amount spent and charged to that vote in 
connection with the World Refugee Year ............ ccc eecccccceccccee. $ 600,000 
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21. The following table summarizes the expenditure, by departments, for the fiscal 
year 1959-60, in comparison with the corresponding amounts for the two previous years: 


Department 1957-58 1958-59 1959-60 
apres roca orl s ae. (eb be $ 94,661,000 165,842,000 181,390,000 
Canadian Broadcasting Corporation ....... 42,974,000 62,018,000 63,946,000 
Citizenship and Immigration ............. 51,805,000 52,844,000 54,917,000 
Loreto (Nin ty Ped Aah ee es 60,209,000 75,486,000 96 895,000 
i ee ee ee Pn ee 1,187 362,000 1,228 ,205,000 1,420,155,000 
og a ND dk ald ah Ae a at 81,695,000 86,756,000 102,885,000 
Mines and Technical Surveys ............. 36,135,000 43,789,000 54,432,000 
eS ak BS ET a 1,668 ,489,000 1,424,741,000 1,514,904,000 
National Health and Welfare ............. 662,730,000 872,917,000 818,371,000 
iBT Ote Levee Sees eS od, 22; ees. 67,709,000 68,788 ,000 68,696,000 
Northern Affairs and National Resources . 49,095,000 65,177,000 81,112,000 
Pues) Medi. 406. JOTLS. ASD. OD. Blush y 153,320,000 157,803,000 165,792,000 
Be NY NEB edie wicelra’ 4-0 ahaa hoes pone ch OEUS 209,258,000 226,061,000 217,876,000 
Royal Canadian Mounted Police ......... 47,356,000 51,735,000 52,444,000 
ih Ae TNR RAT UR og riggs hin sks oa dso, 4 56,939,000 65,636,000 67,443,000 
LT Ee geld a eomredilay Sepals onthe datas eae 206,734,000 288 838 ,000 296,447,000 
erorsey earn eS r Rall ee ooh i 277 242,000 288,784,000 288,305,000 
Piers SATEEN ik wo. oh gels as es heeds aes 133,748,000 138,620,000 156,851,000 


$ 5,087,411,000  $ 5,364,040,000  $ 5,702,861,000 
The amounts shown for the Department of National Health and Welfare do not 
include outlays under the Old Age Security Act, which were charged to the Old Age 


Security Fund (see paragraph 28). 


In those cases where departmental expenditure totals for 1959-60 varied from those 
for 1958-59 by more than 5%, comments are made in the following paragraphs regarding 
the variations in individual appropriations or groups of appropriations which mainly 
accounted for the changes in the departmental totals. 


22. Agriculture. The increase of $16 million (9%) in expenditure by this department 
in 1959-60 compared with 1958-59 was due to payments of $5 million in contributions 
to Western provinces for unharvested crops, and to increases of $4 million (30%) in 
expenditures for rehabilitation and reclamation projects, and $4 million (19%) in 
payments of freight assistance on Western feed grains. There was no outlay for acreage 
payments to Western grain producers in 1959-60 corresponding to the $41 million of 
such payments in 1958-59, but this saving was more than offset by an increase of $43 
million in the amount appropriated towards the net operating loss in the Agricultural 
Commodities Stabilization Account. 


23. External Affairs. The $21 million (28%) increase in expenditure by this depart- 
ment resulted from increases of $15 million (43%) in grants to the Colombo Plan Fund 
and $6 million (54%) in contributions to international organizations. The latter increase 
was due mainly to the donation of dry skimmed milk and canned pork with a value of 
approximately $4 million to international relief agencies during 1959-60. 


24. Finance. Expenditures by this department rose by nearly $192 million (16%) 
in the year under review. Public debt charges increased by $135 million (21%) and 
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subsidies and tax-sharing payments to the provinces were up $52 million (11%) over 


the preceding year. 


95. Labour. The increase of $16 million (19%) in expenditure by this Cenarinen 
was mainly accounted for by increases of $9 million (23%) in the government s contribu- 
tion to the Unemployment Insurance Fund and of $7 million in payments to the 
provinces in respect of winter works projects. The winter works program became 
operative only towards the close of the preceding fiscal year and the 1959-60 accounts 
were therefore the first to reflect charges for a full fiscal year. 


96. Mines and Technical Surveys. The increase of $11 million (23% ) in expenditure 
by this department was mainly due to increases of $6 million (687) in payments by the 
Dominion Coal Board in respect of the movement of coal and $3 million (34%) in 
payments under the Emergency Gold Mining Assistance Act. 


97. National Defence. The expenditure figure for this department in 1959-60, when 
compared with the corresponding amount for the preceding year, indicates an merease 
of $90 million or 6%. However, when $212 million of outlays charged to the National 
Defence Equipment Account in 1958-59 are taken into consideration, there was, in fact, 
an overall decrease in expenditure of $122 million or 7%. This decrease is partly 
accounted for by reductions of $35 million (47%) in expenditure for Defence Research 
and Development and $32 million (4%) in that for the Air Service. There was also a 
decrease of $30 million (483%) in Mutual Aid expenditure, taking into consideration a 
change in the method of accounting, whereby the costs of equipment transferred from 
Service holdings and of aircrew training were borne by the Service appropriations instead 
of being charged against the Mutual Aid appropriation, as previously. 


28. National Health and Welfare. The decrease of $55 million (6%) in expenditure 
by this department mainly resulted from there being no charge in 1959-60 corresponding 
to that of $184 millon for the repayment of temporary loans to cover the deficiency 
in the Old Age Security Fund in 1958-59, with this saving being partially offset by 
increases of $96 million (175%) in the government’s contributions under the Hospital 
Insurance and Diagnostic Services Act, $16 million (3%) in family allowances and $16 
million (68%) in unemployment assistance. 


The absence of any expenditure charge in 1959-60 to cover the deficiency in the Old 
Age Security Fund was the result of the decision to carry forward to 1960-61 the 1959-60 
temporary loan of $28 million (representing the deficiency for that year) rather than to 
charge the amount as a budgetary expenditure, as in 1958-59. The following is a summary 
of the transactions in the Old Age Security Fund during the year ended March 31, 1960, 
in comparison with the two previous fiscal years: 


1957-58 1958-59 1959-60 
Outlays charged! a... Sax Tuds ae eet wr pple $ 473,859,000 $ 559,280,000 $ 574,887,000 
Collections -eredited: <i. <.cnd cin stew cidec. sch 371,457,000 375,301,000 546,886,000 


PRIOR phd... Sead 2 hoes ai. ee $ 102,402,000 $ 183,979,000 $ 28,001,000 


| 
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The considerable increase in payments of contributions towards programs of hospital 
insurance and diagnostic services administered by the provinces was due to 1959-60 being 
the first fiscal year in which any province participated for a full year. 


29. Northern Affairs and National Resources. The $16 million (24%) increase in 
expenditure by this department in 1959-60 compared with the preceding year was largely 
accounted for by an increase of $12 million (45%) in expenditure by the Northern 
Administration and Lands Branch and of $3 million (14%) in expenditure by the 
National Parks Branch. Of the $12 million increase in expenditure by the Northern 
Administration and Lands Branch, the most significant increase was that of $7 million 
in contributions to the provinces to assist in the development of the “roads to resources” 
program. 


30. A Summary of Expenditure, by Standard Objects (i.e., according to the expendi- 
ture classification used in the Details of the Estimates) for the year ended March 31, 
1960, compared with the corresponding amounts for the preceding fiscal year, is given as 
Appendix 4 to this report. Details of the expenditures, by standard objects and by 
departments, for the year ended March 31, 1960, are given in a statement in the Public 
Accounts, Part II, pages 4 to 9. 


Revenue 


31. The revenue for the fiscal year 1959-60 totalled $5,290 million (Appendix 1), an 
increase of $535 million over the preceding year. The following table summarizes the 
revenue, by principal sources, in comparison with the corresponding amounts for the 
two previous years: 


1957-58 1958-59 1959-60 


Tax Revenues: 


Parsons) ineomestexrcad). Gee. 22. fais: . $ 1,499,788,000 $ 1,353,500,000 $ 1,566,644 ,000. 


Commoration, income, tax... ws: 1,234,807 ,000 1,020,550,000 1,142,880,000 
Income tax on dividends, interest, etc., 

EES coe he oe ae ee 64,334,000 61,213,000 73,353,000 
Pei lvetentoes. , SraretTcy. S5faces . od). GETS. 703,170,000 694,491,000 732,658,000 
Ob lber Seite taxes Wyo ge eee a lee ee ens 249 421,000 240,624,000 286,568,000 
OP ERIISO CSL ICE | ob ce ies «Feces is os 498 069,000 486 509,000 525,722,000 
SSE a a a ee 300,133,000 316,744,000 335,207,000 
pi ET ale ee arrears 71,608,000 72,535,000 88,431,000 
Other axtreventes! 4.001. 7....c6 els 1,498,000 1,213,000 877,000 

Non-tax Revenues: 
Matravon invoeumenia: .......00.8..0. 169,424,000 221,204,000 239,654,000 
Roe postal revenue s........80RI.ie.. 152,860,000 157,541,000 167,562,000 
@iher non-tax Tevyenues....... ones. ees 103,676,000 128 599,000 130,195,000 


$ 5,048,788,000 $ 4,754,723,000 $ 5,289,751,000 


32. The amounts shown for income taxes and sales tax do not include collections of 
tax levied under the Old Age Security Act on personal and corporation incomes and on 
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sales. This tax was increased from 2% to 37% effective January 1, 1959 on corporation 
income, July 1, 1959 on personal income and April 10, 1959 on sales. The collections 
were credited to the Old Age Security Fund as follows: 


Old Age Security Tax 1957-58 1958-59 1959-60 
Oe ey ees ee Pe ne. eee te $ 175,792,000 $ 173,623,000 $ 270,000,000 
On personal incomes ......-.-+++.0sseereeeeeee 135,001,000 146,350,000 185,550,000 
On corporation incomes ........--..seeeee eee es 60,664 ,000 55,328,000 91,336,000 

$ 371,457,000 $ 375,301,000 $ 546,886,000 


The outlays charged to the Fund during the three-year period, together with the 
collections credited and the resultant deficiencies, are referred to in paragraph 28. 


33. The following is a summary of the excise taxes, other than sales tax, collected 
during the year ended March 31, 1960, in comparison with the corresponding amounts 
for the two previous years: 


Excise Tax 1957-58 1958-59 1959-60 
ARC RTCOR. cs Wide wa. one ea ee ene saa ietn ae « $ 121,493,000 $ 127,148,000 $ 163,608,000 
SIOCCACNLIED Seca tain 5 < We els ce ur tr Pia x anes Mela lees 72,331,000 59,308,000 64,281,000 
Sanwiectured Foveees * pies. Oe aes ae ase send 18,368,000 18,175,000 19,292,000 
Television sets and Wied 2.5.4.4. scas-necedacss 10,005,000 10,241,000 9,387,000 | 
Phonographs, radiog and tubes .................. 6,855,000 7,557,000 8,372,000 
Toilet articles and preparations ...............00- 6,269,000 6,824,000 7,651,000 | 
Jewellery, clocks, watches, chinaware, etc. ........ 5,353,000 5,599,000 5,609,000 . 
NN ide Dig Lae WRENS cea teats hal ae eee 2,744,000 3,140,000 3,027,000 | 
RAI Fett oun fe ee oe ok eas Cae eas eee 2,556,000 2,673,000 2,603,000 
Burictry -eecme taxes: 205595 coe. el 6 ees 4,172,000 2,530,000 3,099,000 
PUPTEES: AOE MAW EROEE occ ce shes oacaes wae —725,000 — 2,571,000 —361,000 


$ 249,421,000  $ 240,624,000  $ 286,568,000 
The increase of $36 million (29%) in revenue from the tax on cigarettes in 1959-60 
compared with the preceding year was mainly due to the increase in the tax rate of 


two cents per package of 20 cigarettes which came into effect on April 10, 1959. 


34, A listing of the excise duties collected during the year ended March 31, 1960 
with comparable figures for the two previous years is given in the following table: 


Excise Duty 1957-58 1958-59 1959-60 
Cigarettes <asG\ ves RO oe ek tok Ce ee $ 123,301,000 $ 132,547,000 $ 136,931,000 
SEs ai oo. da el lavieeee alors pane ica 83,653,000 96,551,000 102,354,000 
Beer terete eee 46s eile TRG vg a>» <M Bias 88,226,000 83,058,000 90,704,000 
Oibar exvime duties a0, 52 0. oS. ee eT 8,417,000 8,688,000 9,279,000 
Refunds and drawbacks ......................-.. —3,464,000 —4,100,000 —4,061,000 

$ 300,133,000 $ 316,744,000 $ 335,207,000 


The increase in revenue from duties on spirits in 1959-60 was due mainly to an increase 
in the duty rate of one dollar per proof gallon effective April 10, 1959. 
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35. The following is a summary of the return on investments for the fiscal year 
1959-60 with comparable figures for the two previous years: 


Investment 1957-58 
ig OPE onan ge Ba es ag rn $ 68,711,000 
Central Mortgage and Housing Corporation .... 18,221,000 
Loans to national governments ................ 10,122,000 
Reaisnee Fond Apeotnt’. ......0005)..2........ 22,880,000 
Canadian National Railways ................000% 12,454,000 
Deposits with chartered banks ................. 5,253,000 
The St. Lawrence Seaway Authority ........... 
MemUerOeee SsRtt ACE NTIS oe bn ce eee ccces doen 4,941,000 
Eldorado Mining and Refining Limited ......... 3,525,000 
Northern Ontario Pipe Line Crown Corporation . 569,000 
rolymer Corporation Dimited | 060.66 ca. csesus 4,000,000 
Securities Investment Account ................. 1,424,000 
PRMIIOIGE TAMTOGUYE GOATO oon. ccc ccc cece tcc eee 3,402,000 
MAMA ThA COTDOPAHION WOss ty eb. i ences cs 1,637,000 
Other loans and investments .................- 12,285,000 
$ 169,424,000 


1958-59 


$ 88,632,000 
28,961,000 
31,947,000 
18,626,000 
11,451,000 

4,941,000 


5,007,000 
3,525,000 
3,078,000 
4,000,000 
2,613,000 
3,187,000 
1,956,000 
13,280,000 


$ 221,204,000 


1959-60 


$ 74,012,000 
43,804,000 
31,104,000 
25,513,000 
11,073,000 
10,493,000 

5,000,000 
4,952,000 
4,230,000 
4,074,000 
4,000,000 
3,546,000 
3,321,000 
2,815,000 
11,717,000 


$ 239,654,000 


36. The $239,654,000 return on investments for 1959-60 represented an increase of 
$18 million (8%) over the preceding fiscal year. The amounts shown as earned on the 
investment in the Bank of Canada represent the annual profits earned by the Bank and 
surrendered to the Receiver General under the Bank of Canada Act. The Central 
Mortgage and Housing Corporation amounts comprise mainly interest on loans, but 
also include the Corporation’s annual profits ($4,348,000 in 1959-60). Interest earned 
on deposits with the chartered banks was more than double that earned in the preceding 


expenditures for the past three years, as follows: 


ee or. na eee Se ee ae 
Disbursements— 
Remuneration of postmasters and staffs ...... 


Miscellaneous expenditures 


Seve tenaesaeveatensr een” 


Net postal revenue 


Tere ee fe ae oe won ee 2 Oe Se eo ee 2 ee 


1957-58 


$ 177,433,000 


21,317,000 
3,256,000 
24,873,000 


$ 152,860,000 


_—————— 


1958-59 


$ 183,291,000 


21,781,000 
3,969,000 
25,750,000 


$ 157,541,000 


1959-60 


$ 193,593,000 


22,053,000 
3,978,000 
26,031,000 


$ 167,562,000 


year, due mainly to the higher interest rates prevailing on Treasury Bills upon which 
the bank interest rate is based. The $5 million shown for The St. Lawrence Seaway 
Authority in 1959-60 represents the first interest payment received on loans made to 
the Authority under the St. Lawrence Seaway Authority Act. 
| . 


37. The net postal revenue amounts listed in the table in paragraph 31 represent 
gross postal revenues less disbursements for (a) remuneration of postmasters and staffs at 
sub-offices, semi-staff offices and revenue post offices, and (6b) certain miscellaneous 
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38, An analysis of the amounts shown for other non-tax revenues for the year ended 
March 31, 1960 with comparable figures for the two previous years is given in the following 


table: 


1957-58 1958-59 1959-60 
Privileges, licenses and permits ........-+++++++- $ 19,307,000 $ 27,883,000 $ 24,970,000 
Proceeds from 8810S ......c cece ene me cs eeesesee 22 321,000 23,521,000 21,892,000 
Services and service feeS ..........sceeevesvees 22 556,000 27,195,000 31,299,000 
Refunds of previous years’ expenditure ......--. 28,083,000 37,663,000 40,630,000 
Minceotianeoua «oe Geil ie ws ss I eRe ss vee 11,409,000 12,337,000 11,404,000 


$ 103,676,000 $ 128,599,000 $ 130,195,000 


39. The Summary of Revenue, by Departments, for the year ended March 31, 1960, 
as included in the Public Accounts, is given as Appendix 5 to this report. 


Comments on Expenditure and Revenue Transactions 


40. Reference has already been made in this report to the statutory responsibilities — 


of the Auditor General under the Financial Administration Act and in particular to Section 
70 under which he is required to call attention to specific transactions observed during his 
examinations. 


Pursuant to this direction, I consider that the following cases relating to the expend- 


iture and revenue transactions examined during the year under review should now be — 


brought to the attention of the House of Commons. 


41. Prairie Farm Emergency Fund deficit. Reference has been made in previous 


reports to the practice of charging annual deficits in the operations of the Prairie Farm — 


Emergency Fund to Expenditure, although no provision for this had been made in the 
governing Act and no parliamentary appropriations had been provided to cover the 
charges. 


The deficit of $12,529,000 which resulted from the Fund’s operations in 1959-60 was 


again charged to Expenditure notwithstanding this lack of specific parliamentary 
authority. 


42. Recovery of subsidies for cold storage warehouses. The Cold Storage Act, c. 52, 


R.S., authorizes the Governor in Council to grant subsidies, out of any money appropriated — 


by Parliament for the purpose, towards the construction and equipment of public cold 
storage warehouses, and to make regulations to ensure the efficient operation and enforce- 
ment of the Act. The Act does not make provision for recovery of all or any part of a 
subsidy in the event of the subsequent sale of subsidized facilities for other purposes. But 
the form of contract prescribed by the regulations to be entered into with persons seeking 
a subsidy provides that the subsidy is to be repaid if the facilities are sold without the 


approval of the Minister—and that if they are disposed of with such approval “the — 


contractor will comply with such terms and conditions as may be imposed by the 
Minister”. 
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During the year under review, an instance was observed where $8,007 of a payment 
of $14,807 made in 1946 was required to be repaid on the sale of the subsidized premises, 
the difference of $6,800 being regarded by the department as an appropriate allowance 
for depreciation. 


In this connection we have obtained an opinion from the Department of Justice that 
the regulations permit the Minister to approve of the sale of a subsidized cold storage 
warehouse without requiring, as a term or condition thereof, repayment of any part of 
the subsidy. In view of this, we are of the opinion that the regulations should be amended 
to ensure maximum recovery of subsidy in each case. 


43. Contracts for charter hire of helicopters. Aircraft charter hire rates charged by 
commercial aviation companies are governed by tariffs filed with the Air Transport Board. 
During the course of our examination we observed that, with respect to certain contracts 
awarded by the Department of Defence Production covering the charter hire of helicopters 
for the Department of National Defence, the filed tariffs and provisions of related contracts 
were susceptible to more than one interpretation. Several cases were noted where charges 
had been accepted which did not appear to be in accordance with the terms of the gov- 
erning contracts, and on our drawing these apparent overpayments to departmental atten- 
tion refunds of $1,400 and $800 were obtained in two instances. 


The Department of Defence Production has since taken steps to arrange for contracts 
of this nature to be drawn in more precise terms in order to avoid similar misunder- 


standings in the future. 


44. Delay in accounting for counterpart funds. Up to March 31, 1960, approximately 
$80 million of the funds appropriated by Parliament for the Colombo Plan had been spent 
for the purchase of wheat, flour, copper, aluminum, nickel, fertilizers and wood pulp 
supplied to India, Pakistan, Ceylon, Nepal, Indonesia and Burma. By agreement with the 
recipient countries, when goods that are not directly related to economic development 
are financed by grants from the Government of Canada under the Colombo Plan and sold 
or otherwise distributed by the governments concerned, “counterpart funds” are to be set 


aside for subsequent use in connection with agreed economic development projects in 


their countries. These funds are to be paid into special local currency accounts, and the 


government of a recipient country is to report from time to time to the Government of 
Canada the position of its counterpart fund account and supply a covering certificate from 


its Auditor General. 


Gifts of wheat and flour costing $35 million are covered by similar agreements. 
86281-3—2 
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As at July 31, 1960, certified statements of counterpart funds had been received 
by the Department of External Affairs in respect of $15 million worth of wheat shipped 
to India in 1952 and 1953, $10 million worth of wheat shipped to Pakistan in 1953, and 
$4 million worth of flour shipped to Ceylon from 1954 to the end of March 1958. How- 
ever, no such statements had yet been received for counterpart funds in respect of 
commodities on which the Canadian expenditures were as follows: 


1954-55 
to 

1957-58 1958-59 1959-60 
WR, i an Sa tae & AS a RR eee es REE $ 11,754,342 $ 18,283,310 $ 31,146,307 
Pakistan) sc sicixek sin cts does s 0 Ae eee 6,334,751 6,065,031 6,560,567 
eee Oe Cee eee Ee er oer re 2,999,893 1,399,965 
I i ee aisle cis splat ake Maths een ea 60,000 
PDP RO a ee pe SE ee re eee 499,939 
PUUSTOS Fee oe re Oke eee Cee EO R OT was 499,933 


45. Expenditure charges to adjust insurance account balances. The following insur- 
ance plans were established many years ago: Civil Service Insurance Fund, actuarially 
calculated at 6% interest; Returned Soldiers’ Insurance Fund at 4% interest; and 
Veterans’ Insurance Fund at 34% interest. Notwithstanding the fact that interest credits 
were discontinued on the first of these accounts as at March 31, 1954, and on the other 
two as at March 31, 1952, the operations of the accounts reflected actuarial surpluses at 
March 31, 1956, as follows: Civil Service Insurance Fund, $8,267,453; Returned Soldiers’ 
Insurance Fund, $4,301,701; and Veterans’ Insurance Fund, $2,643,070. These surpluses, 
which totalled $15,212,224, were credited to Net Debt Account in the fiscal year 1956-57, 
in order to adjust the balances in the accounts to the amounts of the respective actuarial 
habilities at March 31, 1956. 


No interest has been credited to the accounts since these adjustments were made 
and actuarial deficits have arisen. These have been made good by means of annual 
non-cash charges to Expenditure, the 1959-60 charges with respect to the several funds 
being: Civil Service Insurance Fund, $589,000; Returned Soldiers’ Insurance Fund, 
$520,000; and Veterans’ Insurance Fund, $328,000. The charges were reported as special 
“statutory” items in the Public Accounts (pages N-2 and AI-3). 


We would point out that in no case does the governing legislation contain provision 
for the making of such charges. 


46. Proceeds of fines not accounted for. Subsection (2) of Section 626 of the Criminal 
Code provides that “where a fine... is imposed in respect of any proceedings instituted 
at the instance of the Government of Canada, in which that government bears the costs 
of prosecution, the proceeds of the fine... belong to Her Majesty in right of Canada 
and shall be paid by the person who receives them to the Receiver General of Canada”. 


AUDITOR GENERAL’S REPORT 19 


Records of the Department of Fisheries indicate that a former magistrate failed to remit 
fines totalling approximately $2,400 imposed and collected by him during the years 1956 
to 1958 for offences under the Fisheries Act and regulations made thereunder. 


It was observed that fines imposed and collected by the same magistrate in the period 
from 1953 to 1955 were recovered after the filing of information in the Exchequer Court, 
but no such action has been taken with regard to those imposed and collected during 
the later period. 


47. Questionable charge for stockpiling of coal. For many years parliamentary 
appropriations have been provided annually to the Department of Mines and Technical 
Surveys (Dominion Coal Board) for “payments in connection with movements of coal 
under conditions prescribed by the Governor in Council”. Assistance on the movement 
of water-borne coal from Nova Scotia to St. Lawrence River ports has been based on the 
excess of the laid-down cost of Canadian coal over that of imported coal. Although 
normal stockpiling costs prior to shipment have been regarded as a permissible cost 
element, the appropriation for 1959-60 (Vote 212) was charged with payments totalling 
$631,000 to reimburse collieries for the cost of extra stockpiling at the collieries in excess 
f current demand (an amount of $100,000 recovered from the Province of Nova Scotia 
by previous arrangement was included in the revenues of the department). 

In our opinion, these payments are questionable charges to an appropriation that 
provides specifically for “movements of coal”. 


48. Construction costs of house at R.C.A.F. Station. Early in 1958 Treasury Board 
approval was obtained for the construction of a house for the use of a senior R.C.A.F. 
officer at a cost of $25,000, plus $9,950 for utilities and landscaping. The project was 
completed during the year under review, and an analysis by the department’s Chief 
Auditor of the cost records maintained by the R.C.A.F. Construction and Maintenance 
Unit indicated that costs totalling $79,631 had been incurred—$56,716 for the house 
ind $22,915 for the utilities and landscaping. 


When the matter was referred by a departmental administrative officer to the Air 
‘orce for investigation, it was found that there had been misunderstanding on the part 
f its Construction and Maintenance Unit in that it had assumed that the approved 


unds covered only the cash requirements for the project without restricting “contribu- 
jons” by way of Service labour and materials from stocks on hand. The cash outlays 
ere within the approved amounts and it was the “contributed” costs that had resulted 
n the project exceeding the authorized limit. Moreover, the Air Force, pointing out 
hat the house had been built in accordance with agreed plans and specifications, 


aintained that there were inaccuracies in the records and that certain costs totalling 
86281-3—2} 
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$33,450, such as transportation to and from the site, rental value of Service equipment 
and a large portion of Service labour for engineering and supervision, should not have 


been charged to the project. 


Unless costs include indirect as well as direct elements, they can be seriously 
misleading. Realizing this, the department has issued instructions that in future estimated — 
costs prepared with respect to all project requests must include the cost of all material 
whether purchased directly or supplied from stocks, and of all labour whether employed 
directly for the job or provided by departmental Service or civilian staffs—together with 


appropriate charges for overhead. 


49. Non-recovery of expenses incurred in lending Crown-owned property. In the — 
summer of 1959 a number of NATO vessels were invited to participate in a Naval 
show at the Canadian National Exhibition, Toronto. In order to transport personnel 
between the vessels and the shore, six landing barges were borrowed by the Department 
of National Defence from the Department of Transport, and a general understanding 7 
was reached with the Exhibition Association that any costs incurred in connection with — 
these barges would be borne by the Association, although no formal agreement was 
concluded to this effect. | 


The cost of transporting the craft, together with certain conditioning expenses, was 
billed to and recovered from the Association by the Department of National Defence. 
However, it later developed that other expenses totalling $4,925 incurred by the depart- 
ment had been inadvertently omitted from the billing. This was directed to the attention 
of the Association, but up to the time of the completion of our examination, recovery — 
had not been effected nor had liability for the additional charges been admitted by the 
Association. | 

, 

50. Medical expenses incurred for accidental injuries suffered by a deserter. During — 
the course of our examination, we noted the case of a man who had joined the Navy 
in May 1956 and deserted two years later. In September 1959, while still absent without 
leave, he was seriously injured in an automobile accident. His hospital and medical 
expenses up to December 1959, when he was released from the Navy, cost the department | 
$3,500. In addition, as the man is entitled to post discharge treatment for one year at 
public expense, and as he is a quadriplegic, it is estimated that a further outlay of at~ 
least $8,000 will be involved during that period. It was also noted that the man was_ 
released on medical grounds rather than on account of desertion and as a result was 
given a cash termination allowance of $419. 


The Navy carries deserters on strength indefinitely in order to impress on serving 
personnel the inviolability of their engagement in the Service. In this case, if the man - 
had been in the Army or Air Force he would have been struck off strength automatically 


a year after his desertion and the Crown would have had no further financial responsibility 
for him. 
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As a result of our bringing this case to the attention of the Department of National 
Defence, the Navy’s practice is now under consideration with a view to standardizing 
the practices of the three Services. 


51. Subsidization of medical student officers. Undergraduate medical students may 
be enrolled as officers in the forces and receive subsidized education during their final 
years of study. A condition is that on completion of his course each officer will serve a 
three-year period in the Services. In exceptional and unforeseen circumstances the release 
of an officer at his own request may be authorized, but if the release takes place before 
he has completed three years’ service after being licensed to practice, he is required to 
repay all or part of the cost of subsidization, including pay and allowances received. 


A case is now commented upon for the reason that it will take some 15 years to 
recover such costs from a released officer, under an instalment payment arrangement. 
The officer, on finishing his course early in 1959, applied for his release for financial 
reasons to take up civilian medical practice and tendered a certified cheque for $7,700 
to cover the costs to the department of subsidizing his education. Owing to the shortage 
of medical officers the application was refused and the cheque returned to the officer. 

Nine months later when the officer again sought his release on the grounds that his 
financial position had worsened, the department granted the release. However, he was 
not then in a position to reimburse the amount owing, so the department accepted his 
promissory note for $7,700, with interest at 5%, to be repaid at the rate of $75 a month 
commencing in March 1964 and ending in April 1975. 


On being released, this officer was paid, in cash, $719 of deferred pay that had 
accumulated to his credit. 


The pertinent regulations permit the Minister a discretion as to the amount to be 
refunded but are silent as to the method of collection. 


52. Unusual exercise of executive discretion in awarding of annuity under Canadian 
Forces Superannuation Act. An officer, aged 38, was released in January 1960 on grounds 
of inefficiency following an unexplained shortage of funds at a Naval station of which 
he was the supply officer. A Service Pension Board Minute noted that he had been 
involved in a similar occurrence in 1957 and stated that “his general physical and mental 
condition indicated a lack of stability and general suitability which, in the opinion of the 
appropriate authorities, made him incapable of performing the duties of an officer of his 
rank and branch”. 


The release was effected under Section 49(h) of the Defence Services Pension Act, 
e. 63, R.S., which provided that a contributor who had served ten years or more and 
was retired for inefficiency should be paid one-half pension to age 65 and two-thirds 
thereafter. Pursuant to this section, the officer had been awarded an annual pension of 
$1,438. 
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The Canadian Forces Superannuation Act came into force on March 1, 1960 with 
retroactive application to July 8, 1959. The new Act provides, with regard to releases 
for inefficiency, that in the discretion of Treasury Board on the recommendation of the 
Minister, a contributor may be paid the whole or any part of any pension he would have 
been entitled to if he had been retired to promote economy and efficiency—in other 
words, for normal cause. Accordingly, the case was reviewed by the department and 
it sought and obtained Treasury Board approval for an annual pension based on 95% 
of the permissible maximum, or $2,732 during the lifetime of the officer. 


In cases of voluntary retirement before reaching compulsory retirement age, an officer 
is normally granted a pension reduced by 5% for each year by which his age at retirement 
is less than the retirement age applicable to his rank. In the case referred to, the officer 
at the time of his release still had 11 years to serve in the Navy, so the establishment 
of the pension at 95% of the permissible maximum, in the circumstances mentioned, 
seems to constitute an unusual exercise of the discretionary authority given to the 
Treasury Board by the Act. 


53. Partial payment of mess officer’s salary from public funds. Karly in 1957 a mess 
manager was appointed at an Air Force station at a monthly salary of $400 payable fro 
mess funds. While serving in this capacity the man was also nominally appointed on 
December 1, 1957 as a kitchen helper in the mess and paid $175 per month from public 
funds as a locally engaged employee, the payment from mess funds being corresponding] 
reduced. He continued as mess manager on a full-time basis with his salary thus paid in 
part from public funds. This situation continued until December 31, 1959 and involved 
payments out of public funds to a total of $4,875 during a period of 25 months in whic 
no services were in fact performed in the position for which the payments were ostensibly 
made. 


In October 1959 instructions were issued that the amounts paid from public fund 
since August 1958 were to be refunded. The nominal appointment as kitchen helper wa 
terminated on December 31, 1959, and we have recently been informed that recover 
is expected to be effected by means of monthly payments over a period of two years 
commencing December 1960. 


54. Travel and removal expenses. The Department of National Defence spent $4 
million during the year under review on travel and removal expenses of servicemen an 
their dependents. In the course of our test examinations of these payments, a number 0 


cases Involving unnecessary or excessive costs came to our attention, of which the follow 
ing are examples: 


1. Regulations provide that a serviceman whose period of service is about to expire sha 
not be transferred to another unit unless he is re-engaged for a further term. In Novembe 


In January 1960 he took his release, and his transportation, along with his dependents 


was paid to Halifax, his selected place of residence. Extra costs incurred by the transfe 
to Vancouver are estimated at $1,000. 
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2. A serviceman with less than 10 years’ service is entitled, on release, to transportation 
and travelling expenses for himself and his dependents to the place in Canada where he 
enrolled or to any other place in Canada, provided the cost is not greater. An officer 
serving at Halifax selected Ottawa as his intended place of residence and shipped his 
furniture and effects there at public expense. He was paid, however, for amounts claimed 
as travelling expenses of himself and his wife to Victoria where he had enrolled. Regula- 
tions have since been clarified to prohibit the payment of transportation to other than 
the intended place of residence. 


3. When furniture and effects of Service personnel are moved by road van at public expense 
it sometimes happens that delivery cannot be completed immediately on arrival of the 
shipment at its destination, ordinarily because the serviceman has been unable to find 
suitable accommodation at the new location. In such cases the shipments may be placed 
in storage in transit for which the minimum charge is $2.50 per hundredweight for periods 
of 30 days or less. Instances were observed where movers placed shipments in storage 
in transit for a day or so, for their own convenience, without first contacting the consignees 
who were frequently in a position to accept delivery. A number of refunds were obtained 
—in one case $208—and the department has taken steps to curtail the unnecessary use of 
storage in transit facilities in future. 

4. Two Naval officers serving at Ottawa were posted to R.C.A.F. Station Centralia, where 
quarters and rations were provided, for a period of six weeks. They returned to Ottawa 
frequently and during the period in question spent more time there than they did at 
Centralia. As a result, one officer received $273 and the other $266 in per diem allowances 
for days spent at their home city. 


5. An officer who had been serving in Vancouver was posted to Victoria to attend a two 
months’ course preparatory to serving on a ship then in the final stages of construction 
in Vancouver, where he had left his dependents. On completion of the course he returned 
to Vancouver and was continued in travel status to “stand by” the ship pending its 
commissioning. This did not take place for four months and the officer thus received $974 
in per diem travelling allowances during the period, although his home was in the city. 
We have recently been informed that recovery is being effected. 


In accordance with our usual practice, all such cases were drawn to departmental 
attention promptly with the object of achieving recovery where possible as well as 
bringing about improvement in the regulations. 


55. Interim allowances for lodgings and meals on transfer. When members of the 
forces with dependents are transferred from one place to another they are entitled, by 
| regulation, to be reimbursed for expenditures incurred for lodgings and meals for periods 
required to find living accommodation and complete the moves. The maximum daily 
rates for lodgings and meals are based on costs at commercial establishments and vary 
according to the rank of the serviceman and the size of his family. Normally reimburse- 
ment is made for a period up to 21 days, but this may be extended in special circum- 
‘stances. During the course of the audit a number of cases were observed where liberal 


application of the regulation seemed to confer benefits beyond what was intended: 


1. While staying with relatives: 
Cases were noted where substantial payments were made for accommodation 
provided by relatives. For example, an officer with two dependents was paid $374 to 
cover the cost of his lodgings only, in the home of his parents for 34 days. 
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2. While awaiting possession of purchased accommodation: 
Experience has shown that rented accommodation can usually be obtained within 
the normal interim allowance period of 21 days. However, instances were noted 
where servicemen were paid interim allowances for 35 days—in one case amounting to 
$908—while awaiting possession of homes purchased at new duty locations. 


3. While awaiting redecoration of home: 
An officer during a tour of duty outside Canada rented his home and upon his return 
decided to repair and redecorate it. He was paid $267 in interim allowances during a 
period of 19 days while he and his family occupied temporary accommodation. 


When the first two classes of cases were drawn to the attention of the department, 
instructions were issued calling for greater care and discretion in future before such re- 
imbursements were made. In the last case, the department considers that the officer was 


entitled to the allowance in question. 


56. Reimbursement to servicemen for lease termination payments. The Department 
of National Defence is faced with a difficult administrative problem in dealing with 
servicemen who, having entered into leases for housing accommodation, are transferred 
to other localities or are ordered into departmental quarters prior to the expiration of the 
leases. In such cases, the department may, by regulation approved by the Governor in 
Council, reimburse the servicemen for the amounts paid to terminate their leases up to 
a maximum of three months’ rent. 


Lease termination payments approximate $500,000 annually and the department’s 
problem is to balance the cost to the public with the protection which should be afforded 
the servicemen. A serviceman is left free to make his own arrangements with his landlord 
in respect of both the term of the lease and the manner of its termination, and it appears 
that many landlords, being aware of the regulation, demand the maximum amount before 
agreeing to terminate the leases. No administrative responsibility is assumed for arranging 
sublets where the vacated premises are rented by landlords to other servicemen. In fact, 
some landlords anticipate this situation by incorporating in their leases a provision under 
which they may arbitrarily refuse to accept a subtenancy. 


o7. Unemployment assistance contributions to provinces. In the 1957-58 report, 
comments were made regarding certain doubtful expenditures which had been shared by 
the Federal Government under the Unemployment Assistance Act, and it was observed 
that “audit opinion is that the statute includes ambiguities which have resulted in varying 
interpretations, and that the text merits further consideration”. 


In the course of our initial audit of expenditure incurred under this Act in the 
Province of British Columbia, we noted that amounts claimed as shareable included 
allowances to provide for the maintenance of children living apart from their parents with 
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other families, usually relatives. These children were being assisted as individuals and not 
as part of a family unit entitled to receive unemployment assistance. The Department 
of National Health and Welfare concurred in our view that such payments were in respect 
of child welfare and not admissible as shareable expenditures under the Act. The depart- 
ment estimates that resultant overpayments to the province during the period from July 
1, 1955, the date the agreement was entered into with the province, up to March 31, 1959, 
are of the order of $360,000. Provincial authorities disagree with the stand taken by the 
department and with the method of calculating the amount in dispute. However, they 
agreed, without prejudice to their case, to overpayments totalling $40,724 from April 1 to 
August 31, 1959, being withheld from 1959-60 payments, and since August 31, 1959 the 
province has discontinued claiming for the allowances in question. 


A similar situation arose in connection with claims of the Province of Nova Scotia 
relating to children living apart from their parents. Although provincial officials have now 
agreed that payments by municipalities for the maintenance of children placed in homes 
by municipal authorities or children’s aid societies are child welfare costs and therefore 
not shareable, they contend that assistance granted under Section 7(b) of the Provincial 
Social Assistance Act is shareable. This section provides that assistance may be granted 
to a person who has in his care or custody one or more children who are not being main- 
tained by their parents, if he is a suitable person to have custody of children and meets 
the requirements of a means test. The Department of National Health and Welfare shares 
our doubts as to the propriety of admitting such assistance payments as shareable on the 
grounds that they also are in the nature of child welfare costs. 


We also drew the attention of the department to inadmissible expenditure claimed 
for sharing by the Province of Alberta for pensions granted by the province to disabled 
persons, the province having overlooked the fact that, as many of the pensioners were 
inmates of hospitals and other institutions for the treatment of chronic conditions, as- 
sistance to them was not shareable under the Act. Provincial officials have agreed to re- 
examine all such pension payments with a view to excluding ineligible cases and 


establishing the amount of the overpayment (estimated at $80,000 in respect of claims for 
the period from January 1958 to October 1959). 


58. Grants to hospitals, etc., which care for Indians and Eskimos. In revising the 

1959-60 vote structure for the Department of National Health and Welfare, the vote 
‘Grants to Hospitals which care for Indians and Eskimos” was combined with the vote 
or “Indian and Northern Health Services—Operation and Maintenance’, the new text 
eing “Operation and Maintenance, including Grants to Hospitals and Other Institutions 
rhich care for Indians and Eskimos”. The amount provided for these grants was shown 
S a separate item of $220,000 in the Estimates’ Details. During the year, grants paid to 
10spitals, individually authorized by Treasury Board, totalled $255,000, the excess being 
rovided for by a transfer from the materials and supplies allotment. 
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As it has been long established practice that Parliament control grants to outside 
organizations, and as the grants in question had previously been provided for by a separate 
appropriation, the increase of the amount made available for this purpose by the Treasury 
Board is drawn to attention as a matter of interest. 


59. Determination of “sale price” for sales tax purposes. Section 30 of the Excise 
Tax Act requires sales tax to be calculated on the “sale price” of goods produced or 
imported into Canada, with certain stated exemptions. In the 1945-46 report it was 
noted that for some classes of goods sold under certain circumstances to other than 
wholesalers, the Department of National Revenue had authorized the manufacturers. 
by regulation, to compute the sales tax on less than the actual sale price. 


In 1955 a Sales Tax Committee was appointed to review and advise upon certain 
technical questions relating to the administration of the sales tax. Included in the Com- 
mittee’s report, dated January 12, 1956, is the statement that “the Act does not appear 
to authorize the Minister to vary actual selling prices or to impute wholesale prices 
when they do not exist”, and the Committee recommended that “the existing scheme 
of valuation be continued for the present with statutory sanction”. 


Sale price is the amount charged to the buyer and there is no provision for any 
deviation. The method of valuation employed by the Department of National Revenue 
for sales tax purposes appears to rely on the general authority given in Section 38 of the 
Act, reading as follows: 

“The Minister of Finance or the Minister of National Revenue, as the case may be, may 


make such regulations as he deems necessary or advisable for carrying out the provisions 
of this Act.” 


ee ——— 


In our opinion, specific authority by Parliament is required if the tax is to be 


computed on less than the actual sale price of the goods. 


60. Commitment to the Northwest Territories in advance of appropriate authority. 
In November 1957 the Department of Northern Affairs and National Resources gave its 


| 


concurrence to the Commissioner of the Northwest Territories entering into a contract 


with a firm of consulting engineers for the planning and construction supervision of a 
revised and extended water system and a sewage system at Fort Smith, N.W.T. This 
concurrence was given notwithstanding the fact that the project was one towards which 
the contribution of the Federal Government would be considerably greater than that 
of the Territorial Government. Fees under the contract were paid in full to the consulting 
engineers by the Territorial Government, and it was not until July 1959 that Executive 
authority was sought by the department for reimbursement of the Territorial Government 
for the department’s share of the cost, as a charge to the appropriation for “Northwest 
Territories and Other Field Services—Construction or Acquisition of Buildings, Works, 
Land and Equipment” (Vote 279). 
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Because of the considerable responsibility of the Federal Government in the project, 
it would seem that the department’s concurrence in the contract being entered into 
with the consultants should have been given only after the approval of the Treasury 
Board had been obtained. 


61. Extra costs resulting from seemingly insufficient consideration given before 
constructing boat harbour. In June 1957, the Department of Public Works ealled for 
tenders for the construction of a boat harbour at Erieau, Ontario, intended mainly for 
the use of local fishermen. As a result of delays in acquiring land for the site, the contract 
had not been awarded by October 4, 1957, when a petition signed by a group of the 
fishermen was received by the department, requesting that the plans for the harbour 
be revised. Accordingly the department decided to defer the project. 


On December 3, 1957, a second petition, signed by another group of fishermen, 
requested the department to proceed with the original contract. The firm that had 
submitted the lowest tender agreed to undertake the work at the tendered price of 
$154,545 and the contract was awarded to it on January 30, 1958. 


On April 14, 1958, a third petition renewed the request that the plans be changed 
and, on April 29th, the contract was cancelled. The plans were then revised and new 
tenders called and in due course a contract was entered into with another contractor 
for the construction of the harbour on the basis of the revised plans, at a cost of $192,526. 


Meanwhile, $61,890 of expenditures had been incurred by the original contractor 
prior to the cancellation of the contract, and this sum was reimbursed to him in August 
1959 and charged to the appropriation for ‘“Ontario—Acquisition, Construction and 
Improvements of Harbour and River Works” (Vote 340). It was noted that $43,417 of 
this amount represented materials later used on the revised project, leaving $18,473 as 
the extra cost resulting from insufficient consideration having been given to alternative 
plans before proceeding with the project. 


62. Expenditure caused in advance of parliamentary sanction. On November 29, 
1958, a Treasury Board Minute authorized the Minister of Public Works to purchase a 
property in Vancouver, and directed that the expenditure be chargeable “against funds 
allocated for this purpose in the 1959-60 Estimates—‘Post Office Station E, Vancouver, 
B.C’ ”. The Minute provided that interest would be payable at 5% of the purchase 
price of $50,000 from the date of the conveyance until the date of final settlement. 
Title to the property was acquired on February 18, 1959. Interest for the period from 
that date until May 31, 1959 was included in the payment which was then made and 
charged against the appropriation for “Acquisition, Construction and Improvements 
of Public Buildings—British Columbia” (Vote 329). 
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The acquisition of the property in this way, in advance of the provision of funds for 
the purpose, lacked conformity with the restriction contained in Section 13 of the Public 
Works Act that “nothing in this Act authorizes the Minister to cause expenditure not 
previously sanctioned by Parliament, except for such repairs and alterations as the ne- 
cessities of the public service demand”. Moreover, as a result of the action taken, interest 


costs were incurred to the extent of $699. 


63. Dredging operations for the benefit of a private interest. In September 1959, a 
private company requested the Department of Public Works to carry out dredging opera- 
tions over its marine railway slip adjacent to the public harbour at Liverpool, N.S. 
Although the request was refused initially, the department finally agreed to do the work 
and the cost, amounting to $4,281, was charged to the appropriation for “Dredging— 
Maintenance and Operation of Plant and Contract and Day Labour Works” (Vote 347), 
instead of being recovered from the private company for whose benefit the dredging had 


been done. 


64. Questionable charge for construction of protection wall. Among the 1959-60 
appropriations for Harbours and Rivers Engineering Services under the Department of 
Public Works was Vote 345 which reads: 


Remedial works where damages are caused by, or endanger, navigation or Federal Government 
structures; and the completion of protection works already under way. 


Costs of $9,245 were incurred during the year under a contract entered into, in the amount 
of $20,264, for closing a gap in existing protection walls at Lac Megantic, P.Q. The existing 
works had been built by the government partly in 1936 and partly during the period from 
1949 to 1956. 


There appears to have been no question of any damage having been caused by or 
endangering navigation or Federal Government structures, the department relying on the 
words “completion of protection works already under way” as justification for undertaking 
the work. Our interpretation of the wording would restrict work to what is required to be 
done to complete a project which had been in progress at the end of the preceding fiscal 
year. 


65. Inadequate settlement re damages to wharf. In June 1959, the government wharf 
at Sturdies Bay, B.C., was damaged by a tanker which struck it while making a landing. 
The cost of repairing the wharf was $1,956. 


When the Department of Public Works sought to recover the cost from the tanker’s 
owners, they offered only $1,174 in settlement, being 60% of the estimated original cost 
of the damaged portion of the wharf. This was on the grounds that the wharf had an 
estimated life of 15 years of which six had elapsed. The department accepted the 
settlement notwithstanding the fact that it is usual to recover the full cost of restoring 
damaged facilities, without taking depreciation into consideration. 
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66. Adjustment of pension to ex-member of R.C.M.P. Subsection (2) of Section 27 
of the Royal Canadian Mounted Police Superannuation Act, c. 34, 1959, provides that: 
“All claims for pension under this Part shall be dealt with and adjudicated upon in like 


manner as claims under the Pension Act, and all provisions of the Pension Act not inconsistent 
with this Part apply mutatis mutandis in respect of any claim under this Part.” 


Section 20 of the Pension Act requires that any amount collected in respect of damages 
be taken into account in fixing the amount of a disability pension. 


A constable injured in an automobile accident received $5,000 in settlement of a civil 
action and was subsequently granted a disability pension for life. A review of the file 
indicated that the settlement had not been taken into account in fixing the pension. On 
attention being drawn to the case, administrative officers advised that payments were 
being suspended pending adjustment of the pension. 


67. Charges for annual fee for membership in international organization. Vote 380 
for the Department of Trade and Commerce reads: 


Departmental Administration, including fees for membership in the International 
Sreanizations listed, in the» Details of the Hstimates,....+....6...... 0s oss $ 2,636,084. 


Included in the Details was an item for “International Sugar Agreement Fee $8,500”. 
This was to provide for Canada’s share of the expenses of the International Sugar Council 
for 1959. The share actually amounted to $7,993 and was paid in April 1959, but the 


appropriation was charged with an additiona! payment of $7,818 in March 1960 for 


- Canada’s share of the Council’s expenses for 1960. This made a total of $15,811 charged 


to the appropriation in the fiscal year 1959-60. Although the fees of the member 
countries become payable to the Council at the beginning of the calendar year for which 
they are assessed, Canada’s practice, since 1954, had been to make payment only after 


April 1st, when funds became available for each fiscal year. 


The desirability of Canada paying its annual fee when due cannot be denied, but in 
view of the fact that Parliament provided a specific amount of $8,500 to cover the fee 
payment in 1959-60, we are of the opinion that no sum should have been paid in excess 
of that amount in the absence of a supplementary appropriation provided for the purpose. 


68. Contracts with Colombo Plan experts. At March 31, 1960 there were 33 persons, 


including a number of civil servants on leave without pay from their regular positions, 


under contract with the Department of Trade and Commerce to act as technical experts 


in connection with Canada’s Colombo Plan Technical Assistance Program. Fees payable 
under these contracts were based on the expectation that they would be subject to income 
tax, and a clause in each contract required the technical expert to repay a stated amount 
should the fees not be taxable under the laws of Canada. 
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In some cases where technical experts were classed as non-residents and therefore 
not taxable, failure by the department to amend taxation clauses in the agreements, 
when periods of service were extended, placed such persons in a position to bargain. 
In one instance where an agreement covered a period of service of 24 months and 
provided for a repayment of $3,000 in the event that the fees proved not to be taxable, 
the period of service was extended twice before the repayment provision was amended. 
Then when the department wished to amend the agreement to provide for repayment 
of $10,500, the expert refused to sign and the department finally agreed to an amount 
of $4,900 plus two-thirds of any amount in excess of $4,900 that the Taxation Division 
might refund to the expert. It is not yet known what the actual benefit to the expert 
may have been. 


Obviously the system of including in the fee an amount which is to be refunded 
in the event that income tax is not payable is cumbersome and lends itself to abuse. 
If compensation is to be paid for income tax, it seems logical that reimbursement should 
be made only on production of the tax assessment notice and evidence of payment of 
tax. 


69. Repairs to landing craft without inviting tenders. Early in June 1959 the 
Department of Transport arranged with a Montreal firm with ship repairing facilities 
to inspect a number of landing craft at Frobisher, damaged by ice during the preceding 
winter. After the firm had commenced repairs, with departmental concurrence, it was 
asked to tender for the work involved and quoted a price of $245,415 which was accepted. 
The repair work was completed before Executive approval was sought on August 24, 
1959 and granted on September 17, 1959 for entry into a contract covering the work. 


This failure to obtain prior approval was contrary to Executive regulations govern- 
ing contracts, but what is of particular concern is that tenders had not been invited 
by public advertisement for execution of the work, as required by Section 36 of the 
Public Works Act. It is understood that, in future, repair work of this sort will be given 
consideration by the department at an earlier stage in order that firms in a position 
to undertake the work might be invited to tender and a competitive situation thereby 
established. 


70. Financial consequences of faulty preliminary engineering. In August 1957, the 
Department of Transport entered into a contract for development of an airport at 
Riviere-du-Loup. The lowest tender of $479,965, based on firm unit prices for estimated 
quantities, was accepted. After the work had been commenced it was found that the 
runway, the construction of which formed a major part of the project, had to be angled 
away from the location that had been erroneously staked out under direction of a 
departmental engineer, and that had been inspected by prospective bidders following 
the tender call. The correction of the deviation placed part of the runway over a 
large and deep area of muskeg which had to be removed and replaced with suitable 
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materials, some of which had to be purchased and hauled to the airport. In addition, 
a hummock of solid bedrock was uncovered outside of graded areas and had to be 
removed to provide aircraft take-off clearance. 


Negotiations with the contractor regarding the increased costs involved led to an 
amendment of the contract to permit settlement, on a cost plus fee basis, for $725,000. 
Any advantage that might have been gained from competitive bidding on this project 
was therefore lost through faulty preliminary engineering work. 


71. Questionable charges for aids to navigation. During the year under review, follow- 
ing the practice of previous years, approximately $223,000 was charged to the appropria- 
tion for “Aids to Navigation” (Vote 402) for expenditures incurred by the Department 
of Transport for the construction or acquisition of buoys, range lights and piers to define 
the boundaries of the deeper water navigation sections of the Canadian portion of the 
St. Lawrence Seaway. 


Section 10 of the St. Lawrence Seaway Authority Act, c. 242, R.S., reads in part: 
“The Authority is incorporated for the purposes of . . . acquiring lands for and constructing, 
| maintaining and operating all such works as may be necessary to provide and maintain... 
a deep waterway between the Port of Montreal and Lake Erie...” The term “deep 
waterway” is defined by Section 2 as “adequate provision for navigation requiring a con- 
trolling channel depth of twenty-seven feet...” Section 16 provides that the costs to be 
defrayed by tolls include “the cost of operating and maintaining the canals and works 
under the administration of the Authority ...”. 


| A reasonable assumption from the foregoing statutory provisions would seem to be 
that the cost of aids to navigation throughout the length of the Seaway should be included 
among the costs to be recovered through tolls, instead of being paid from public funds. 
The question of the propriety of charging the appropriation for “Aids to Navigation” 
with the cost of buoys, range lights and piers, as mentioned above, was raised with the 
department and it has recently advised us that it has placed the question before the 
‘Treasury Board for decision. 


72. Awards under the Pension Act. The determination of whether or not payments 
under the Pension Act, particularly those in respect of discretionary and compassionate 
awards, are in conformity with the Act presents special problems. Section 5 of the Act 
grants the Canadian Pension Commission full and unrestricted power and authority to 
deal with and adjudicate upon all matters and questions relating to the award, increase, 
decrease, suspension or cancellation of any pension and empowers the Commission to 
“determine any question of interpretation of this Act and the decision of the Commission 
on any such question is final’. Owing to these broad powers and to apparent incon- 
sistencies in the Act, there is often room for doubt that the application given to the 
legislative provisions would commend itself to Parliament. The situation is illustrated 
ing the following paragraphs. 


| 
| 
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Sections 14, 36, 38, 39 and 45 of the Act each permit a pension award if the applicant 
is in a “dependent condition”, defined as “the condition of being without earnings or 
income sufficient to provide maintenance’. No mention is, however, made of the treat- 
ment to be given when the applicant has assets, and many instances have been observed 
where pension awards had been made to persons holding cash, securities and other assets 
in amounts which would have precluded them from receiving assistance under other 


legislation involving means tests. 


Since the amount awarded to an applicant in a dependent condition is based upon 
the additional income he requires to maintain himself, it follows that if the applicant 
had failed to disclose income, this would result in an overpayment. However, in a number 
of instances in which undisclosed income was noted and drawn to the attention of the 
Commission, the pension was simply adjusted currently and no overpayment was con- 
sidered as having occurred. 


An eligibility requirement for a pension award to a dependent parent under Section 38 
is that the parent was, or would have been at a later date, “wholly or to a substantial 
extent” maintained by the member of the forces. An assignment of pay, often of small 
amount, is usually accepted as the test of dependency, it being assumed that had the 
soldier survived, he alone would have borne the burden of support. Cases have been 
noted where as many as 12 surviving children make no contribution towards the support 
of the parent. 


Subsection (3) of Section 38 requires that for a parent, or person in the place of a 


parent, to be treated as having fallen into a dependent condition subsequent to the death — 


of a member of the forces, the parent or other person must be “incapacitated by mental 
or physical infirmity from earning a livelihood”. But subsection (7) provides that the 


pension to a widowed mother shall not be reduced on account of her earnings from personal — 
employment and, on the strength of this, pensions awarded to widowed mothers under — 
Section 38(3) are continued in payment even though they have been able to undertake — 


full-time employment. 


Section 25 empowers the Commission to “grant a compassionate pension, allowance 


or supplementary award in any case that it considers to be specially meritorious, but in 


which the Commission has decided that the applicant is otherwise unqualified to receive 
such an award or supplementary award under this Act”. For many years, outstanding 
war service was the dominant factor in making compassionate awards, but a recent review 
of payments made under this section indicated that the tendency had developed of 
viewing the term “specially meritorious” as “well deserving”, without necessarily any 
military connotation. A number of cases were observed, for example, where additional 


pensions were paid in respect of wives whose marital status is not recognized under 
Canadian law. 
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Subsection (2) of Section 40 provides that not more than one pension shall be 
awarded in respect of the death of any one member of the forces “except when children 
are awarded pensions, or parents are awarded a pension jointly, or brothers or sisters 
are awarded pension, or a pension is divided among several applicants’. This subsection 
would appear to contemplate limitation of a pension in respect of death to a single 
class of recipient such as to a widow, children or parents. But, in fact, other sections of 
the Act provide for payments in stated amounts to these classes and so one death can 
result in payments being made concurrently to a widow (section 37), children (section 
26) and parents (section 38). 


73. Revolving fund maximum balance exceeded. Vote 517 of Appropriation Act 
No. 5, 1958, authorized the operation of a revolving fund for the purpose of financing 
the manufacture of Remembrance Day poppies and wreaths, with the proviso that the 
amount to be charged to the revolving fund at any time was not to exceed $350,000. 
When this limit was reached in September 1959, an advance of $50,000 from the vote for 
“Miscellaneous minor or unforeseen expenses’ (Vote 116) was authorized by the 
Treasury Board to supplement the Fund, with the proviso that the amount be “subject 
to recoupment from the first proceeds of the 1959 Campaign for sales of poppies and 
wreaths’. 


Since the maximum amount of the Fund was fixed by Parliament at $350,000, its - 
increase to $400,000, even temporarily, is open to question. 


74. Interpretation of the term “casual earnings” under the War Veterans Allowance 
Act. Section 6 of the War Veterans Allowance Act, 1952, provides that certain classes 
of receipts are not to be treated as income in determining eligibility for allowance 
payments, and the exempted classes include “any casual earnings of the recipient”. The 
Act does not define the term “casual earnings” but the War Veterans Allowance Board 
has directed that earnings from part-time employment, even though of a continuing 
nature, be exempt to the extent of $50 a month, and that earnings from full-time 
temporary employment be exempt for the first twelve weeks of such employment in a 
year. 


This interpretation seems to go beyond what would ordinarily be accepted as a 
reasonable definition of the term “casual earnings”. 


| 

75. Extinguishment of debt due to the Crown for overpayment of allowance. An 
order in council authorized the Department of Veterans Affairs to accept $3,000 in cash 
in full settlement of a debt of $12,469, and approved “non-enforcement of payment of the 
balance of $9,469”. The debt arose because a recipient of war veteran’s allowance con- 
cealed his income from a business during a period of over 20 years and thus received 
allowances to which he was not entitled. The overpayment was discovered after his 
death when his widow was awarded a widow’s allowance. An investigation of her financial 
position disclosed that the estate of the deceased included approximately $11,000 in 

86281-3—3 
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seven bank accounts, together with a house and a car. When the widow offered a 
compromise settlement of $3,000 in return for a “full and unequivocal discharge of the 
widow, her heirs, executors and administrators and the estate of the deceased veteran”, 
the department accepted the offer and gave the discharge in the terms requested. 


To give a “full and unequivocal discharge” not only to the widow but also to her 
heirs is tantamount to extinguishing the debt, which is the sole prerogative of Parliament. 


76. Payments to civil servants additional to salary. Subsection (1) of Section 16 
of the Civil Service Act reads: 


“Tn the absence of special authority of Parliament, no payment additional to the salary 
authorized by law shall be made to any deputy head, officer, clerk or employee permanently 
employed in the Civil Service in respect of any service rendered by him, whether in the 
discharge of his ordinary duties of office or of any other duties that may be imposed upon 
him, or that he may undertake or volunteer to discharge or otherwise perform.” 


Instances were noted during the year under review where honoraria, terminable allow- 
ances, etc., were authorized by the Executive, as charges to general votes, by relying on | 
Section 60 of the Civil Service Act to permit the exemption of the positions from the 
operation of Section 16 in order that the extra payments might be made. Section 60° 
reads as follows: 


“60.(1) In any case where the Commission decides that it is not practicable nor in the 
public interest to apply this Act to any position or positions, the Commission may, with the 
approval of the Governor in Council, exclude such position or positions in whole or in part 
from the operation of the Act, and make such regulations as are deemed advisable prescribing 
how such position or positions are to be dealt with.” 


An example was the case of an honorarium of $1,000 paid to an officer of the Department 
of Finance and charged to the appropriation for “Departmental Administration” (Vote 
106). 


It has long been the Audit Office view that the phrase “special authority of Parlia- 
ment” in subsection (1) of Section 16 means that a special parliamentary appropriation 
or specific mention in the text of a general vote is a condition precedent to a payment 
being made to a public officer additional to his salary. This has been the practice followed 
when civil servants have been called upon to render services to Royal Commissions. 


77. Civil servant working for two departments. Additional payments to civil servants 
who perform duties for more than one department are prohibited by subsection (1) of 
Section 16 of the Civil Service Act except where the Civil Service Commission, under 
subsection (2), authorizes a separate annual salary to be paid with respect to part-time 
services performed for each department. An instance was nevertheless observed where 
a doctor employed on a full-time basis at a Veterans Affairs hospital was also engaged 
in his spare time by the Department of National Defence as a consultant pathologist at 
a Naval hospital, and in 1959-60 he was paid about $1,700 for this service. 
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In addition to being contrary to the Civil Service Act, the arrangement also lacked 
conformity with the Naval regulations because, in order to comply in form with the 
regulations, the doctor’s claims were submitted in such a way as to indicate attendance 
on specific duty days although, in fact, he gave service when required at week-ends and 
other off-duty times. 


78. Unauthorized salary payments beyond retirement age. The practice of setting 
up, as receivable, amounts equivalent to the salaries earned by employees during periods 
when they had been employed beyond retirement age without due authority, and later 
deleting the balances from the accounts as “uncollectible”, was referred to in the 1956-57 
report and described as a “clumsy practice”. 


In the year under review, 11 cases were noted where civil servants had been paid 
salaries in amounts totalling $80,000 during such periods, due, in most cases, to a lack 
of authentic information concerning the dates of birth of the recipients. 


Inasmuch as the problem of civil servants working beyond retirement age without 
the requisite prior approval appears to be a continuing one, it would be more realistic 
were 

(a) departments required to verify the age of employees before they are near retirement age 


in those cases where birth certificates had not been provided at the commencement of 
employment; and 


(b) employees who deliberately conceal their age penalized by withholding retirement leave, 
or by some other means. 


Consideration might also be given to providing the Governor in Council with authority to 
recognize work performed after retirement age and approve the employment beyond 
that age retroactively, when necessary. 


79. Overpayments of pension to former civil servants. Recovery of overpayments was 
noted as having been waived by the Governor in Council in three cases during the year 
under review, where pensions of retired civil servants had not been suspended during 
periods of re-employment. The resultant loss to the Superannuation Account amounted 
to $7,404. 


We are of the opinion that the waiving of recovery of overpayments of pension in 

such cases requires an appropriation by Parliament to replenish the Superannuation 

Account because this account should not be permanently charged with payments not 

authorized by the Public Service Superannuation Act. Moreover, recovery of the over- 
ayments is possible. 


80. Unpaid accounts charged to new fiscal year. In the following instances the depart- 


ments concerned had incurred expenditures beyond what had been provided by parlia- 
86281-3—34 
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mentary appropriations for the year, and had avoided recording over-expenditure of the 
appropriations simply by carrying unpaid accounts forward to the 1960-61 fiscal year: 


1. In April 1956 the Department of Transport was authorized to enter into a contract for 
a term of four years commencing January 1, 1956 for the dredging of the St. Lawrence 
River Ship Channel below Montreal, and capital dredging costs amounting to $12,904,535 
were incurred during the term of the contract. Because the amount of $5,094,000 made 
available in 1959-60 by Vote 408, as supplemented by Vote 629, was inadequate to meet 
costs incurred in the year, $365,582 was carried forward as a charge to an appropriation 
provided in 1960-61 to meet costs incurred under a new agreement with the same con- 
tractor, for a term of two years commencing January 1, 1960. 


2. Vote 25, as supplemented by Votes 496 and 635, provided $8,187,000 for the payment of 
quality premiums on high grade hog carcasses by the Department of Agriculture. 
Payments to producers are made through the issue, at inspection points, of warrants 
negotiable at chartered banks. The banks are subsequently reimbursed for redeemed 
warrants by payments charged to appropriations provided annually for the purpose. 
Because the warrant is a negotiable instrument, the practice has been to charge the 
annual appropriations with the value of warrants outstanding at the close of each fiscal 
year and to credit a liability account, “Hog Premiums—Outstanding Warrants”, with 
a like amount. However, the amount available in the appropriation as at March 31, 1960 
was inadequate for the purpose, with the result that $547,770 was carried forward as a 
charge to the 1960-61 appropriation. 


3. Vote 623 provided $25,000 for expenses of the Royal Commission on Coal. $24,975 was 
charged to the appropriation but additional accounts totalling $20,945 for services 
rendered prior to March 31, 1960 were carried forward as charges to 1960-61. 


The governmental accounts are kept on a cash basis, subject to year-end adjustment 
by reason of the provision of Section 35 of the Financial Administration Act that 
payments made during the thirty days following the end of the year, with respect to 
goods received and services rendered prior to the end of the fiscal year, may be charged 
to the accounts of that year. Where necessary, therefore, adequate supplementary 
appropriations should be sought by departments when balances remaining in appropria- 
tions appear insufficient to absorb all charges likely to come in course of payment for 
goods and services required to be supplied by the year-end. 


81. Non-productive payments. A number of cases were observed in the course of 
our examinations where amounts were paid out for plans and designs and pre-production 
expenses although the projects never reached completion. The following cases illustrate: 


1. An architect was engaged by the Department of Public Works in 1954 to prepare plan 
and specifications for, and to supervise the construction of, an addition to the postal 
terminal building in Halifax. In 1955 he submitted plans for premises which it was 
estimated would cost $1,250,000 to construct. When the Post Office Department requested 
that, instead, a new terminal building be provided, the requirements of the departmen 
were re-studied and eventually it was decided that an addition of a different type woul 
meet requirements and could be constructed for about $800,000. The original architec 
was not re-engaged and payments totalling $37,500 were made for his services—$24, 
in 1958-59 and the balance of $12,900 in 1959-60. 
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2. Early in 1958 the Treasury Board authorized the Department of National Defence to 
undertake an extension to a wharf at Dartmouth at an estimated cost of $800,000, to 
accommodate vessels of the Royal Canadian Navy, the Hydrographic Fleet of the 
Department of Mines and Technical Surveys and the Royal Canadian Mounted Police. 
A contract was placed for the planning and preparation of plans and specifications 
which, when completed, cost $39,515. Tenders were then called for the construction but 
when Treasury Board approval was sought for acceptance of the lowest bid of $823,591, 
it was withheld on the grounds that it had been decided to accommodate the Hydro- 
graphic Fleet elsewhere, and that no final decision had been reached regarding the 
berthing of R.C.M.P. vessels. 


3. A contract was placed for the Department of National Defence in May 1956 for the 
conversion of nine trucks into mobile workshops at a cost of $17,919. When the first truck 
was delivered to the contractor in July of that year it was found that it was considerably 
shorter than expected and unsuitable for the installation of the necessary equipment 
without a major rebuilding job. Notice of cancellation was given and during the year 
under review the contractor was paid $8,386 in settlement of pre-production expenses. 


82. Losses reported in the Public Accounts. Section 98 of the Financial Administra- 
tion Act directs that “every payment out of the Public Officers Guarantee Account and 
the amount of every loss suffered by Her Majesty by reason of defalcations or other 
fraudulent acts or omissions of a public officer, together with a statement of the cir- 
cumstances, shall be reported annually in the Public Accounts”. The statement of losses 
included in the Public Accounts for 1959-60 was examined and it was ascertained that— 
except for losses suffered by the Post Office Department—every loss during the year 
which had been observed in the audit as being of a nature requiring to be reported in 
the Public Accounts is included in the listing. 


Following established practice, a listing is also included in the Public Accounts of 
those losses which were charged to the Post Office Guarantee Fund during the year ended 
March 31, 1960, but these charges were all with respect to losses that had been suffered in 
previous years. Losses totalling $37,237 that had been suffered during the year under 
review and that were still under investigation or with respect to which collections were 
still being made, were not included in the listing. In the Audit Office view, it would be 
more in keeping with the statutory requirement were Post Office losses suffered during 
the year included in the statement of losses published in the Public Accounts. 


83. Responsibility for loss of public funds. From time to time cases have been 
observed where public funds in the custody of members of the forces have been lost 
under circumstances in which the custodians could give no satisfactory explanation and 
no evidence could be adduced as to what had happened. According to departmental 
legal officers, no specific regulation existed whereby the officers concerned could be held 


financially responsible for such losses. 


During the year under review a case was noted in which an accounting officer, 
finding himself short in his accounts, submitted fraudulent travel advance vouchers to 
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a total of $405. He was courtmartialled, pleaded guilty to charges of “making false 
entries” and “failing to account for public funds”, and was dismissed from the service. 
The attention of the department was drawn to the case when it was observed that there 
was no intention to seek recovery of the amount of the shortage. Although, as in previous 
cases, the departmental legal officers were of the opinion that negligence had not been 
proven and therefore an administrative deduction could not be assessed, the department 
decided to refer the case to the Department of Justice for an opinion. The opinion 
received was to the effect that to take so strict a view of the present regulations 
concerning liability for public property “would permit a servant charged with the 
responsibility of accounting for his master’s monies entrusted to him to evade that 
responsibility and the heavy presumption that his negligence caused the deficiency by 
simply stating that he could offer no explanation of the deficiency”. As a result of this 
opinion, the $405 was recovered from monies withheld from the officer at the time 


of his dismissal. 


During the year a similar opinion was given by the Department of Justice in 
another case and resulted in a deduction of $1,000 against an officer who was short 
$2,000 and unable to explain the deficiency satisfactorily. 


It is understood that the department has under consideration amending the regula- 
tions to make it plain that an officer or man who has funds in his custody is responsible 
to make good any loss that may occur unless he is able to give a satisfactory explanation 
of the loss. 


84. Unusual payment from a special account of Canadian Wheat Board. Although 
the Auditor General is not the auditor of the Canadian Wheat Board, the unusual nature 
of a payment approved by an Order in Council out of a special account provided for by 
statute is regarded as bringing it within the scope of Section 70 of the Financial 
Administration Act, which requires the Auditor General to call attention, among other 
things, to any other case that he “considers should be brought to the notice of the House 
of Commons”. 


Section 29A of the Canadian Wheat Board Act, as amended by ec. 26, 1952-53, 
provides for the transfer to a “separate account”, after the payment of certain costs, 
of undistributed balances that have been held by the Board for six years or more. Sub- 
section (2) of the section reads, in part: 


“Any balance transferred to the separate account... shall be used for such purposes as 


the Governor in Council, upon the recommendation of the Board, may deem to be for the 
benefit of producers.” 


On September 23, 1959, an annex of one of the terminal elevators at Port Arthur 
collapsed, dumping into Lake Superior substantial quantities of wheat, oats and barley. 
Included in the loss was erain owned by the Canadian Wheat Ronn to a value of 
$2,406,175, as evidenced by warehouse receipts. The company that operates the terminal 
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took the position that the Board as holder of the warehouse receipts, sustained the loss 
occasioned by the destruction of the grain to the extent of the warehouse receipts it held 
(although information on file indicates that the company did not take this position with 
respect to relatively small quantities of flaxseed and rye which were also lost, and with 
respect to which it honoured all outstanding warehouse receipts thereby absorbing the 
loss incurred). On the other hand, the Canadian Wheat Board took the position that 
its right against the company to deliver wheat, oats and barley in accordance with the 
terms of the warehouse receipts was unaffected by the destruction of the grain in the 
annex. 


The dispute was referred to the Minister of Trade and Commerce who, after discuss- 
ing the matter with the Chief Commissioner and other officials of the Board and with 
representatives of the company, recommended to the Governor in Council that a sum of 
$775,000 be paid out of the Separate Account in settlement of the balance of the loss, 
following payment by the company of $1,631,175. Having regard for the requirement of 
subsection (2) of Section 29A, quoted above, the Order in Council approving the payment 
recited that: 

“the Canadian Wheat Board recommends that if the Governor in Council considers such 


payment to be for the benefit of producers, a sum of $775,000 of the monies in the said 
Separate Account be used to pay the balance of the purchase price in the sum of $775,000...” 


Summary of Assets and Liabilities 


85. Section 64 of the Financial Administration Act requires that there be included 
in the Public Accounts a statement certified by the Auditor General of “such of the 
assets and liabilities of Canada as in the opinion of the Minister [of Finance] are 
required to show the financial position of Canada as at the termination of the fiscal year’. 


86. The Statement of Assets and Liabilities for the year ended March 31, 1960, with 
comparative figures at the end of the preceding year, prepared and certified in accordance 
with this requirement, is given as Appendix 2 to this report. The Statement was prepared 
on a modified cash basis, as in previous years, and explanations regarding certain aspects 
of this basis of presentation are included in the introduction to the Public Accounts, as 


follows: 


“With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except when 
these are held as charges against working capital accounts or revolving funds) nor are public 
works and buildings or other fixed or other capital assets. Following the principle that only 
realizable or interest- or revenue-producing assets should be offset against the gross liabil- 
ities, costs of capital works are charged to expenditures at the time of acquisition or construc- 
tion. Consequently, government buildings, public works, national monuments, military assets 
(such as aircraft, naval vessels, and army equipment) and other capital works and equipment 
are recorded on the statement of assets and liabilities at a nominal value of $1... 
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“On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, under 
section 35 of the Financial Administration Act, liabilities under contracts and other accounts 
payable at March 31 if paid on or before April 30 may be charged to the accounts for the 
year. These are recorded as accounts payable in the ‘Current and demand liabilities’ schedule 


of the statement of assets and liabilities.” 


Assets 


March 381, 1958 


Curtentunmeta 2h ek §  Seia A terceeil steeds ots $ 699,729,000 
Advances to the Exchange Fund Account .. —1,975,000,000 
Sinking fund and other investments held 

for retirement of unmatured debt ...... 211,741,000 
Loans to and investments in Crown cor- 

Perahioga: 5 chs we Meee, Seek 2,554,409,000 
Loans to national governments ...... 1...  1,487,985,000 
Other loans and investments ............ 662,648,000 
Becutitied. held in trust 28 8S. . tas weeds. 22,646,000 
Deferred charges—Unamortized loan flota- 

RE SCORE URE el Bee ine cteake ee Sec) 77,535,000 
Unamortized portion of actuarial deficiencies 139,000,000 
PUApenss OCHS. news cwiegk Wh leaker cee. 2,000 
Inactive loans and investments ............ 90,854,000 

‘Potal Aarets savitioan. isd, sate 7,921,549,000 
Less—Reserve for losses on realization of 
ct: a ME a ME Ren yl Ret SN Ailey Os 546,384,000 
er ceeeets 278 a) aa nc tah fay ee $ 


7,375,165,000 


March 31, 1958 


AR ial SUR C8 alk ol pee $ 
Departmental working capital advances and 
revolving funds: 
Agricultural commodities stabilization ac- 
count 


SS A ht Cl Ree EER Oe eS OLS. & ere w ee eee we we ae 
‘eS © 6) & 


Other 


2 RE EE ee ee ee Oe Oe ee Re Sie ewe ee ce ek 


Securities investment account 
Other current assets 


S42 we & 6 E wind & 


22 Pee Ow & 6 Me ee eee woke te 


$ 


468,013,000 


26,524,000 
54,576,000 
49,181,000 
130,281,000 


79,846,000 
21,589,000 


699,729,000 


ee 
——<———$—$—— 


March 31, 1959 


$ 910,944,000 
1,995,000,000 


83,214,000 


3,271,061,000 
1,448,960,000 
683,056,000 
20,742,000 


147,431,000 
465,300,000 
2,000 
92,216,000 
9,117,926,000 
546,384,000 


$ 8,571,542,000 


March 31, 1959 


$ 640,459,000 


67,078,000 
30,161,000 
54,743 000 
151,982,000 


98,031,000 
20,472,000 


$ 910,944,000 


87. The following table lists the assets at March 31, 1960 by main headings in the 
Statement of Assets and Liabilities (Appendix 2) in comparison with the corresponding 
balances at the close of the two previous fiscal years: 


March 31, 1960 


$ 862,147,000 
1,960,000,000 


85,272,000 


3,446 662,000 
1,414,528,000 
934,471,000 
30,612,000 


150,993,000 
465,300,000 
33,000 
93,539,000 
9,443,557 ,000 


546,384,000 


$ 8,897,173,000 


88. Current assets. The balances included under this heading at March 31, 1960 with 
the comparable balances at the close of the two previous years were: 


March 31, 1960 
$ 565,436,000 


120,698,000 
20,667,000 
54,645,000 

196,010,000 


77,863,000 
22,838,000 


$ 862,147,000 
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The increase of $53,620,000 (80%) in the Agricultural Commodities Stabilization 
Account at March 31, 1960 compared with the corresponding balance at the end of the 
preceding year was largely accounted for by increases of $03,249,000 (256%) in the inven- 
tory of pork and $9,864,000 (30%) in the inventory of butter, less a decrease of $9,345,000 
(947 ) in the inventory of dry skimmed milk. The reduction of $9,494,000 (31%) in the 
Defence Production Revolving Fund resulted largely from the repayment to the Fund by 
Canadian Arsenals Limited of $7,500,000 of working capital advances. 


89. Advances to the Exchange Fund Account. The purpose of the Exchange Fund 
Account, which is operated on behalf of the Minister of Finance by the Bank of Canada, 
is “to aid in the control and protection of the external value of the Canadian monetary 
unit”. 


The advances to the Account at March 31, 1960 are included in the Statement of 
Assets and Liabilities at their full total of $1,960 million. A parenthetical note associated 
with the item explains that the value of the investments from advances was $1,746 million 
at March 31, 1960, indicating an unrecorded deficiency of $214 million. The following 
briefly summarizes the nature of this deficiency: 


Net loss on dealings in gold and foreign currencies and securities and on revalua- 
tions of gold and foreign currencies, since establishment of the Exchange Fund 


a a a ee lg be ah ee a $ 136,000,000 
Exchange loss arising from valuation of United States dollar holdings at the 
Ceceemee Peer wear ee) Maren ol, 100 oo ceca. 5 ise a ctuavanvescesmereniees 78,000,000 


$ 214,000,000 


Comment is made in paragraph 106 regarding the practice of carrying the advances 
made to the Exchange Fund Account without adjustment for the deficiency shown above. 


| 90. Sinking fund and other investments held for retirement of unmatured debt. The 
following is a summary of the balances comprising this item at March 31, 1960 in com- 
parison with the corresponding balances at the close of the two previous years: 


March 31, 1958 March 31, 1959 March 81, 1960 


Investments held for sinking fund main- 

tained with respect to Newfoundland 

loans assumed under Terms of Union ..$ 13,886,000 $ 14,931,000 $ 15,960,000 
Additional investment in Newfoundland 

guaranteed stock held for retirement of 


Memiownciand loans «a... ns ceae ees 18,761,000 18,811,000 19,822,000 
Investments held for retirement of loans 
Savane ih NOW “YOTk ‘ioc .......-.0565> 179,094,000 49 472,000 49 490,000 


$ 211,741,000 $ 83,214,000 $ 85,272,000 
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91. Loans to and investments in Crown corporations. The following table lists these 
loans and investments at March 31, 1960 with the comparable balances at the close of 


the two previous years: 
March 31, 1958 March 31, 1959 March 31, 1960 


Central Mortgage and Housing Corporation $ 668,017,000 $ 1,003,576,000 $ 1,318,683 ,000 | 


Canadian National Railways ............ 1,266,227 ,000 1,468 179,000 1,207,808,000 
The St. Lawrence Seaway Authority ..... 176,743,000 282,819,000 315,927,000 
Wational Harbours Bsa” 2c... 00040555 vas 125,431,000 145,632,000 161,398,000 
Northern Ontario Pipe Line Crown Cor- 

UOT a Drala ok. ics 8s ang aY ate gars 70,750,000 113,500,000 121,500,000 
Farm (Credit Corporamon ° 36.60.2055 sas. 65,172,000 87,219,000 115,700,000 
Atomic Energy of Canada Limited ...... 56,044,000 58,789,000 59,374,000 
Northern Canada Power Commission .... 14,355,000 21,639,000 34,585,000 
Polymer Corporation Limited ............ 30,000,000 30,000,000 30,000,000 
Canadian Overseas Telecommunication 

Orta ca ae os a eed cee 12,636,000 12,979,000 22,590,000 
Chil ver., tie tare) ie ee aes Ache pein ella 69,034,000 46,729,000 59,097,000 


$ 2,554,409,000 $ 3,271,061,000 $ 3,446,662,000 


The $315 million increase in the investment in the Central Mortgage and Housing 
Corporation resulted from loans of $352 million being made to the Corporation during the 
year, under Section 22 of the Central Mortgage and Housing Corporation Act, less 
repayments in respect of loans made in previous years. 


The decrease of $260 million during the year in the loans to and investment in the 
Canadian National Railways resulted from repayments of advances to the extent of 
$490 million, while advances made to the company under annual Canadian National 
Railways Financing and Guarantee Acts amounted to $208 million, and purchases of 4% 
preferred stock under Section 6 of the Canadian National Railways Capital Revision Act, 
ce. 311, R.S., amounted to $22 million. 


The $59,097,000 of “other balances” at March 31, 1960 included loans to or invest- 
ments in the following corporations: National Capital Commission, $17,742,000; Export 
Credits Insurance Corporation, $10,000,000; Eldorado Mining and Refining Limited, 
$8,247,000; Canadian Arsenals Limited, $7,500,000; Canadian Commercial Corporation 
$6,000,000; and Bank of Canada, $5,920,000. | 


92. Loans to national governments. The following is a listing of the balances of these 


loans at March 31, 1960 in comparison with the corresponding balances at the close of 
the two previous years: 


March 31, 1958 March 31, 1959 March 31, 1960 


: — et ee FA eer, OS tok = 43,833,000 $ 41,526,000 $ 39,219,000 
stir | : | | | REE ey Pe pen ee 169,000,000 160,550,000 152,100,000 
DOE eke? len, AA Dlg a Ne 16,173,000 33,000,000 33,000,000 
Saag a ek aes ees 89,504,000 84,340,000 79,177,000 
Be ee 7 ee 1,163 397,000 1,124,703,000 1,108,287 ,000 

= Me Pee eee Men eae ly Ye Sg 6,078,000 4,841,000 2,745,000 


$ 1,487,985,000 $ 1,448,960,000 $ 1,414,528,000 


AUDITOR GENERAL’S REPORT 43 


Of the $34 million decrease during the year under review, $18 million resulted from 
repayments by Belgium, France, the Netherlands and Norway, of loans made to them 
under the provisions of the Export Credits Insurance Act, while $16 million was repaid 
by the United Kingdom on the loan authorized by the United Kingdom Financial 
Agreement Act, 1946. 


93. Other loans and investments. The balances comprising this asset item at March 
31, 1960, with the comparable balances for the two previous years, were: 


March 31, 1958 March 31, 1959 March 31, 1960 


Subscriptions to capital of and working 
capital advances and loans to interna- 


PONSA SRLIONS © ou tes andes eet tant $ 372,561,000 $ 369,916,000 $ 605,175,000 
Veterans’ Land Act advances ............ 201,733,000 192,857,000 188,903,000 
Less—Reserve for conditional benefits .. 47,760,000 41,857,000 37,277,000 
153,973,000 151,000,000 151,626,000 
Loans to provincial governments ........ 70,828,000 96,339,000 90,397,000 
Old Age Security Fund, temporary loan . 28,001,000 
Balances receivable under agreements of 
Bala, ote Crtiwin, assstanhers die, to. wawsiavas 21,963,000 19,105,000 15,982,000 


UP IIRICGS © ic Uvce cs oh inst eisceeaess 43,323,000 46 696,000 43,290,000 


$ 662,648,000 $ 683,056,000  $ 934,471,000 


The increase of $235 million (64%) in the first of these items during 1959-60 was due 
to the increase of that amount in Canada’s subscription to the capital of the Interna- 
tional Monetary Fund. The $28 million temporary loan to the Old Age Security Fund 
represented the deficit from the Fund’s transactions for 1959-60 carried forward to 
1960-61; in the preceding year the deficit in the Fund’s operations was charged to 
budgetary expenditures (see paragraph 28). This accounting treatment stems from the 

decision, stated in the Budget Speech of April 9, 1959, to carry the deficit forward to 
1960-61, in anticipation that it would be covered by increased receipts credited to the 
Fund as a result of the increased rates of old age security tax. 


94. Securities held in trust. The net increase of $10 million (48%) in this item is 
more than accounted for by the inclusion in 1959-60 for the first time of $14 million of 
security bonds lodged by various departments with the Securities Deposit Branch of the 
Department of Finance. The most significant amounts were $6 million of guarantee 
deposits with the Department of Northern Affairs and National Resources in connection 
with permits for exploratory work with respect to oil and gas on territorial lands, and $6 

‘million of guarantee deposits with the Department of National Revenue to secure 
By ment of customs duties and excise taxes on certain products released in advance. 


95. Unamortized portion of actuarial deficiencies. The amounts appearing under this 
caption in the Statement represent the extent to which the balances at credit of the Public 
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Service Superannuation Account and the Canadian Forces Superannuation Account— 
apart from the non-cash entries referred to in paragraphs 107 and 108—fell short of the 
estimated actuarial liabilities of the two pension plans, calculated as at December 31, 1951 
and March 31, 1958, respectively. 


In our opinion, there should be a plan, approved by Parliament, for amortizing the 
balances of these two actuarial deficiencies, aggregating $465,300,000 at March 31, 1960, 
if they are to continue to be carried as “assets” on the Statement and if the offsetting 
credits are to remain in the two superannuation accounts. Explanations regarding these 
credits are given in paragraphs 107 and 108. 


96. Inactive loans and investments. The $93,539,000 shown for this item in the State- 
ment at March 31, 1960 comprised the following balances: 


Loan to China, in 1946, under the Export Credits Insurance Act ...............005 $ 49,426,000 
Loans to Greece and Roumania, in 1919, for the purchase of goods produced in 
8G er Sen re eee ee renner ree ty Meer Mire hash PALA 0 he Poe 30,854,000 


Balance arising out of implementation of guarantee, given under the Export 
Credits Insurance Act, of loans by chartered banks to Ming Sung Industrial 


Company (carrying prior guarantee by the Government of China) .......... 13,185,000 
Loan to Province of Saskatchewan, in 1908, for the purchase of seed grain .......... 74,000 
$ 93,539,000 


The amount shown for the third item in the above listing is $1,323,000 greater than the 
corresponding amount at March 31, 1959 by reason of a payment covering $1,275,000 of 
principal and $48,000 of interest during 1959-60 under the terms of the guarantee. A 
contingent liability exists to meet the final payment of $1,285,000 in 1960-61, covering 
$1,275,000 of principal and $10,000 of interest. 


Lnabilities 


97. The following table lists the liabilities at March 31, 1960 by main headings in the 
Statement of Assets and Liabilities (Appendix 2) in comparison with the corresponding 
balances at the close of the two previous fiscal years: 


March 31, 1958 


March 81, 1959 


March 81, 1960 


Current and demand liabilities ............ $ 877,751,000 $ 952,560,000 $ 1,099,057,000 
Deposit and trust accounts ................ 187,037,000 237,917,000 242 673,000 
Annuity, insurance and pension accounts ..  2,712,813,000 3,301,861,000 3,565 ,376,000 

Undisbursed balances of appropriations to 
MPRA BOCOUNTE «nace cele heae ee, 285,367,000 83,387,000 96,620,000 
Daterrad “arouse. fae fe: 76,813,000 81,429,000 83,961,000 
Suspense socounts; cs vss iced. Abcicia. 36,551,000 18,664,000 8,528,000 
Minmantared Wetit  oo so c s l os ors ss dee en, 14,245,107,000 15,574,113,000 15,890,152,000 
$ 18,421,439,000 $ 20,249,931 ,000 $ 20,986,367 ,000 
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98. Current and demand liabilities. The balances comprising this item in the State- 


ment at March 31, 1960 were: 


Non-interest-bearing notes payable to the International Monetary Fund and the 


International Bank for Reconstruction and Development ...................... $ 381,828,000 


Oe ee ee ee a 245,099,000 
Senne | ee es... TUN ONE Bie Ln. . deer sa wuebew tel ovoute vs 228,768,000 
Sane RRR ia LO ALE wn cident lls od hnalvinle WR DIUW Ly, 137,622,000 
a oe ew cone ol SN Rade peli hal a ee eh a 105,740,000 


$1,099,057,000 


The only significant change in any of these balances during the year under review 
was an increase of $176 million in the first amount, due to the issue of additional non- 
interest-bearing notes payable to the International Monetary Fund as part of the increase 


in Canada’s subscription to the capital of the Fund (see paragraph 93). 


99. Deposit and trust accounts. The following is a summary of the balances included 


in this item at March 31, 1960: 


Dre eates oiracewie Ait Command .2.... 2.0... ce ccc nko ere cewecnsenaweccs $ 
ne aria ane fi. iin aE, OD Lt ee , & 
Serra ee he Mie Y claciiht bey Wee were «fare SWd ytd rakes bon La we aes dancers 
er Semen Le eNO GI GS. yk wy. ie de nw Sash. eA OER Ley 
St dy OU arias COTIFITAGIONS (fit su oy ld sng thes cota pare pleole re? coals web hore 
Pe GOES) oiiire wired ce « 5. ns dd SS LAO Gmaer Tee 2 Sedat teh ay 
na ORIEN CT Ko ho al a 4 dw) 542s so, x5. gee a ag wid A ae 
eee Une aT eles ae a en Se Se aie are 
Canadian Pension Commission (Administration trust fund) .................... 


emery neti sie ti Fitiiiber ol, ...4) Aso... fal. ods dew SOMO CMLL. ode bb dda 


33,927,000 
29,372,000 
29,224,000 
27,705,000 
19,269,000 
17,398,000 
16,104,000 
14,345,000 
10,281,000 
45,048,000 


$ 242,673,000 


The accounts of the Korean Operations Pool are maintained by the Australian Gov- 
ernment, and record the expenditures incurred by the Commonwealth countries which 
had participated in the Korean war, and the apportionment of these expenditures among 
the countries according to their respective shares. Canada received $9,293,000 during the 
year ended March 81, 1960 as its share of the proceeds from the disposal of Pool equipment 
and stores. After crediting this amount, and charging $573,000 as Canada’s share of logistic 
support, the balance of $16,104,000 at the credit of the account, as shown in the above 
table, represents the amount available towards settling the remainder of Canada’s share 
of the expenditures when other participating governments submit their billings to the 


Pool. 
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100. Annuity, insurance and pension accounts. The following is a listing of the 
balances making up this item at March 31, 1960 in comparison with the corresponding 


balances at the close of the two previous years: 


March 31, 1958 March 31, 1959 March 31, 1960 


Government annuities ........5.22.cccees: $ 1,047,641,000 $ 1,105,825,000 $ 1,156,867,000 
Public Service Superannuation Account .... 1,045,760,000 1,136,022,000 1 229,620,000 
Canadian Forces Superannuation Account .. 513,869,000 942,315,000 1,053,011,000 
Ciias Ble OOR 6c. ics oe ois dao ne anata sion 105,543,000 117,699,000 125,878,000 


$ 2,712,813,000  $ 3,301,861,000 $ 3,565,376,000 


———_ 


The balance at the credit of the Government Annuities Account at the close of each 
fiscal year represented the actuarial liability in respect of outstanding annuity contracts. 
This was after annually crediting the Account (with a corresponding charge to Expend- 
iture) with the amount required to adjust the balance to the year-end actuarial liability, 
as is required by Section 15 of the Government Annuities Act, c. 132, R.S. 


Section 32 of the Public Service Superannuation Act, c. 47, 1952-53, requires that 
credits be given to the Public Service Superannuation Account (with corresponding 
charges to Expenditure) for the following: 


(a) interest on balances at credit of the Account; 


(b) annual contributions matching the total amounts of contributions by employees in respect 


of current service; 


— 


(c) annual contributions, as determined by the Minister, matching amounts of contributions 
by employees in respect of past service; and 


(d 


— 


amounts to provide for the increase in cost to the Crown of benefits payable as a result 
of salary increases of general application to the Public Service. 


The year-end balances at the credit of the Account, as shown in the above table, were 
after recording these statutory credits along with credits for employees’ contributions. 
The balances also include $139,000,000 which resulted from a non-cash entry made in a 
previous year, crediting the Account to increase the balance to the amount of the actu- 
arial hability and charging an account called “unamortized portion of actuarial deficiency 
in the Public Service Superannuation Account” (see paragraph 107). 


The balances at the credit of the Canadian Forces Superannuation Account at March 
31, 1960 and at the close of the preceding year were after crediting, in addition to 
members’ contributions, amounts provided by means of annual parliamentary appropria- 
tions (at one and two-thirds of the contributions by members of the forces) together with 
interest on the balances at credit of the Account. The balance was augmented by a non- 
cash credit of $326,300,000 to the Account in 1958-59, with a corresponding charge to an 
account called “unamortized portion of actuarial deficiency in the Canadian Forces Super- 
annuation Account” (see paragraph 108). 
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The “other balances” in the liability item “annuity, insurance and pension accounts” 
includes the uninvested portion of the Unemployment Insurance Fund on deposit with 
the Receiver General—$22,765,000 at March 31, 1960. The amount of the Fund at the 
close of the 1959-60 fiscal year was $377,258,000 (see also paragraph 109). 


101. Undisbursed balances of appropriations to special accounts. The following is a 
listing of the balances comprising this item in the Statement of Assets and Liabilities, 
compared with the corresponding balances for the two previous years: 


March 381, 1958 March 31, 1959 March 31, 1960 


PRY oP ATE “sain vince b cag ok ¥ > «koe erd« $ 60,368,000 $ 59878000 $ 62,966,000 
Railway Grade Crossing Fund ............ 12,648,000 22,560,000 31,196,000 
Pa aN aces i 543,000 860,000 2,360,000 
MMT ae ee ea eos coe obo web entad vues 2 69,000 89,000 98,000 
National Defence Equipment Account .... 211,739,000 


$ 285,367,000 $ 838,387,000 $ 96,620,000 


During the year ended March 31, 1960 an amount of $50 million provided under 
Vote 98 was credited to the account for the Colombo Plan, while expenditures totalling 
$46,912,000 were charged to the account for aid given to countries in South and South- 
East Asia. 


Amounts totalling $15 million, provided under Section 265 of the Railway Act and 
Vote 444, were credited to the account for the Railway Grade Crossing Fund during 
1959-60, while expenditures totalling $6,364,000 were incurred in aiding in the cost of 
installation of protective devices at railway grade crossings and in the cost of grade 
separations. 


During the year ended March 31, 1960 an amount of $4,000,000 provided under 
Vote 307 was credited to the account for the National Capital Fund, while amounts 
totalling $2,500,000 were paid over to the National Capital Commission to finance the cost 
of capital projects approved by the Governor in Council. 


The $211,739,000 balance of the National Defence Equipment Account at March 31, 
1958 was utilized in absorbing certain expenditures of the Department of National De- 
fence during the year ended March 31, 1959 (see paragraph 27). 


102. Deferred credits. The following is an analysis of this item at the close of the 
- 1959-60 fiscal year: 


Deferred interest on loans made under the United Kingdom Financial Agreement 


TE ee ee oc AWN Cs APKC Oe POC ees oe iaee ceed ab COU CURR View $ 44,174,000 
Deferred interest on loans to The St. Lawrence Seaway Authority .............. 19,427,000 
Credits arising from the recording of agreements of sale of Crown assets ........ 13,554,000 
Equity in agency account of Crown Assets Disposal Corporation ................ 5,603,000 
ee Fe i ca cane db oo bee nek O4 Se we hele CAR weet eS 1,203,000 


$ 83,961,000 
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The only significant change during the year was the increase of $6,608,000 in the deferred 
interest on loans to The St. Lawrence Seaway Authority. This deferred interest will be- 
come payable by the Authority commencing in 1963, along with repayments of principal 


and current interest. 


103. Suspense accounts. The only large balance included in this item on the liabilities 
side of the Statement of Assets and Liabilities at March 31, 1960 was that of $3,623,000 
at the credit of the Replacement of Materiel Account maintained pursuant to Section 11 
of the National Defence Act. Amounts credited to the Account during the year for the 
proceeds of sales to other countries of “materiel not immediately required”, totalled 
$3,841,000, while the amounts applied towards the procurement of materiel during the 
year totalled $14,063,000. There was accordingly a reduction of $10,222,000 during the 
year in the balance of the Account. 


104. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1960, in comparison with balances outstanding at the close of the two previous years, 


is as follows: 
March 31, 1958 March 81, 1959 March 31, 1960 


Bonds: 
Payable aC enads ap ooh 22 reams oes $ 12,368,296 ,000 $ 13,777 ,302,000 $ 13,563,341,000 
Pavia in LONGO < wencsv seen ee re 51,811,000 51,811,000 51,811,000 
PayableituNewi Mork G07. Goat: Tah. 300,000,000 150,000,000 150,000,000 
12,720,107 ,000 13,979,113,000 13,765,152,000 
Treasary Billet ais be Ba 1,525,000,000 1,595,000,000 2,125,000,000 


$ 14,245,107,000 $ 15,574,113,000 $ 15,890,152,000 


Net Debt 


105. With the Liabilities amounting to $20,986,367,000 (paragraph 97) and th 
Assets to $8,897,173,000 (paragraph 87), the Net Debt at March 31, 1960 was 


$12,089,194,000. The following is an analysis of the Net Debt Account for the year 
under review: | 


SSEUEBE Bis DARPCI be Ue cc coche, aie eee Fe cule ewes Bea $ 11,678,390,000 
Deduct—Write-up of loans to: 
City of Montreal re Atwater Avenue Tunnel ....$ 2,000,000 


City of Vancouver re Airport Terminal Building 306,000 
————_____ 2,306,000 
11,676,084,000 
Add—Deficit for the fiscal year 1959-60: 
Ls Seen, Seo em eS a ea go eS 5,702,861 ,000 
SVR Soc cece ater ne dee ae Ee 5,289,751,000 
————__— 413,110,000 


eT ee ey) ae oe ee $ 12,089,194 ,000 
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The credits resulting from the write-up of the two loans were the amounts, as determined 
during the year, to be recovered under the terms of the agreements with the respective 
cities as their shares of the construction costs of the projects mentioned. The full amount 
of the cost of each project had been charged to Expenditure in previous years. 


Comments on Asset and Liability Items 


106. Advances to Exchange Fund Account. In paragraph 89 reference is made to 
the composition of the unrecorded deficiency between the advances to the Exchange 
Fund Account, included in full as an asset in the Statement, and the value of investments 
from advances at the year-end. 


As the net loss amounting to $136 million on dealings in gold and foreign currencies 
and securities, and on revaluations of gold and foreign currencies, represented a cost 
of exchange management over the period since the establishment of the Account, we 
are of the opinion that it should be written off in the accounts of Canada with 
parliamentary authority. 


The Currency, Mint and Exchange Fund Act, under which the Exchange Fund 
Account operates, makes provision for payment of interest earnings to the Receiver 
General within three months after the end of each calendar year. In our opinion, con- 
sideration should be given to transferring annually to the Consolidated Revenue Fund 
the profit or loss resulting from trading operations and revaluations of holdings. 


107. Public Service Superannuation Account. In paragraph 100 mention is made 
of the fact that the balance of the Public Service Superannuation Account, forming part 
of the “annuity, insurance and pension accounts” item, included $139,000,000 which 
resulted from a non-cash entry made in a previous year, which at the same time set up 
an offsetting “asset” item called “unamortized portion of actuarial deficiency in the 
Public Service Superannuation Account’. It is understood that the Department of 
Finance relied for the making of this entry (which increased the balance at the credit 
of the Account to an amount equal to the actuarial liability) on the general direction 
given by Section 64 of the Financial Administration Act that the Statement include 
“such of the assets and liabilities of Canada as in the opinion of the Minister are 
required to show the financial position of Canada as at the termination of the fiscal year”. 


| In the Audit Office view, as has been mentioned in previous annual reports, the 
Account should have been credited only with amounts provided for by the Public 
Service Superannuation Act. The actuarial deficiency in the Account at the year-end 
should, in the opinion of the Audit Office, have been disclosed by means of a footnote 
to the Statement of Assets and Liabilities. 


| Another point that is of audit concern was mentioned in the report for 1954, namely, 
that when the balance is increased through the crediting of amounts that are not provided 
86281-3—4 
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for by statute, a question arises as to the legality of charging Expenditure for the extra 
amount of interest credited annually ($7,994,000 in 1959-60) as the Act authorizes 
interest to be credited only “on the balance at credit of the Account”. 


No special appropriation was provided during the year under review to reduce the 
actuarial deficiency. An actuarial report dated August 1959 indicated that the deficiency 
had increased from $139 million to $277 million at December 31, 1957. | 


108. Canadian Forces Superannuation Account. In paragraph 100 reference is made 
to the non-cash entry of $326,300,000 which gave credit to this Account in 1958-59, with 
a corresponding charge being made to the “asset” account entitled “unamortized portion 
of actuarial deficiency in Canadian Forces Superannuation Account”. In the Audit. 
Office view, amounts additional to contributions by members of the forces should be 
credited to the Account only when authorized by parliamentary appropriations. The 
question of the propriety of charging Expenditure for the additional interest credited 
annually ($13,651,000 in 1959-60) by reason of the enlargement of the balance at credit 
of the Account arises in the same way as in the case of the Public Service Superannuation 
Account mentioned in the preceding paragraph. ; 


Not only was no special appropriation provided to reduce the actuarial deficiency. 
during the year under review but, the rates of contribution having remained the same, 
the deficiency has undoubtedly increased. A reason is that the Canadian Forces Superan- 
nuation Act, c. 21, 1959, which replaced the Defence Services Pension Act with effect 


from July 8, 1959, permits benefits greater than had been provided under the former 
Act, for example: 


(a) Under the former Act a member of the forces who had served for 10 years or more and 
was released because of inefficiency in the performance of his duties was entitled to only 
one-half pension to age 65 and two-thirds pension thereafter. The present Act continues 
this entitlement but also permits a larger award to be made at the discretion of the 
Treasury Board (for example, an officer released because of inefficiency was awarded a 
pension of $2,732 a year instead of the statutory minimum of $1,438, as mentioned in 
paragraph 52). | 

(b) Under the former Act a member of the forces who had served for less than 20 years and 
retired voluntarily was entitled only to a return of his contributions. The present Act 
provides, as an alternative, for an award of pension at the discretion of the Treasury 
Board if the member has served for 10 years or more (for example, a 42 year old officer 
who had contributed only $5,481 to the Fund was granted an annuity of $1,526, having a 
capital value of approximately $38,000, after serving some 17 years). 


109. Unemployment Insurance Fund. In paragraph 100 reference is made to the 
practice of including in the item for “annuity, insurance and pension accounts” only 
the uninvested portion of the Unemployment Insurance Fund. There may be technical 
arguments in favour of this method of presentation since, under the Unemployment 
Insurance Act, the investments of the Fund are held in trust by the Bank of Canada 
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for the Unemployment Insurance Commission. However, the practice places the Unem- 
loyment Insurance Fund in a position similar to a Crown corporation although, unlike 
| uch a corporation: 


(a) all the receipts of the Commission flow into the Consolidated Revenue Fund and all 
disbursements made for purposes of the Fund are paid out of the Consolidated Revenue 
Fund; and 


(b) the Commission is not required by statute to prepare annual financial statements subject 
to audit. 


It is therefore the Audit Office view, as was stated in the report for 1956-57, that 
the practice of including in the liability item only the uninvested portion of the Fund 
should be further considered. Were the full amount of the Fund to be included in the 

tem, the securities held at the year-end would be carried as a contra item on the Assets 
side of the Statement. 


The balance at credit of the Fund at March 31, 1960 was $365,892,000, a decrease 
of $560,885,000 from its highest level of $926,777,000 in December 1956. The large 
oo ' in the balance at credit of the Fund during the last three fiscal years is analyzed 
the following table: 


1957-58 1958-59 1959-60 

| Expenditures: 
| eR TUTE roo esks wo Sins dn cipssia, ¥ Sika ns + $ 385,078,000  $ 478,631,000  $ 415,234,000 

Interest on advances from the Minister of 

BTSs WET. ics ed 1p Sls as BAW SW» dildo. Sas 1,517,000 

| 416,751,000 
| Revenues: 

Contributions from employers and employees .. 189,179,000 185,487,000 228,616,000 

Contributions by Government of Canada ...... 37,836,000 37,097,000 45,723,000 
i (alg pall adele pea 28,004,000 21,773,000 16,907,000 
| Less: Loss on sale of securities .............. 4,182,000 10,115,000 8,414,000 
; 23,822,000 11,658,000 8,493,000 


260,837 000 284,242 000 282,832,000 


Excess of Expenditures over Revenues, represent- 
ing decrease in balance at credit of the Fund ..$ 134,241,000 $ 244,389,000 $ 133,919,000 


The excess of expenditures over revenues in 1959-60, shown above at $133,919,000, 
vas financed by advances from the Minister of Finance under Section 86 of the Act 
ind by the sale of securities. The advances, which totalled $79,000,000, were repaid by 
he end of the year. 


| 
_ The numbers of persons receiving unemployment insurance benefits at the close 
f each of the past three years were as follows: 859,639 at March 31, 1958, 766,852 at 


arch 31, 1959, and 823,005 at March 31, 1960. 
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Changes in the Unemployment Insurance Act and regulations over the years hay 
resulted in a broadening of the coverage and in decreasing emphasis on insurance priz 
ciples recognized when the Fund was established in 1941. Various classes of season: 
employment were successively brought under the Act. Those employed in lumbering an 
logging operations in British Columbia were made insurable in 1945, transportation b 
water in 1946, stevedoring in 1948, lumbering and logging operations in the remainder c 
Canada in 1950, and fishing in 1957. Separate figures in respect of benefits paid to an 
contributions received from these special classes are available only for fishermen; the 
received benefits approximating $26,700,000 from April 1957 to March 31, 1960, wherea 
contributions for this class during the same period amounted to $2,900,000. 


i 

Special regulations imposed additional conditions on seasonal workers, and also o1 
farmers who engage in insurable employment in the farming off-season, and on marriet 
women, to test that they were actually in the labour market when applying for benefits 
However, these special regulations were in due course revoked, those applicable to seasona 


workers because they came into conflict with regulations governing seasonal benefits, anc 
those applicable to farmers and married women because they were considered discrimi 
natory. 


The coverage of fishermen, the majority of whom are self-employed rather thar 
under contract of service, has created serious difficulties in administration and contro 
because it is not practicable to apply two of the basic conditions for receiving benefits 
1.e., that the applicant be unemployed and available for work. 


Older workers, many of whom have been pensioned from their regular employment 
and married women also present special problems because of the difficulty in verifyin; 
that they are actually in the labour market and therefore entitled to benefit payments. 


Supplementary benefits were introduced in February 1950 to meet the needs o 
claimants who had not made a sufficient number of contributions to qualify for regula 
benefits, the rate being about 80% of the regular benefit rate. The period during whicel 
supplementary benefits could be drawn was originally three months, but in 1953 this wa 
extended to 35 months, with contributions to the Fund being increased in recognition 0 
the resultant additional benefit payments. In 1955 these supplementary benefits wer 
made equal to regular benefits and the name changed to ‘seasonal’. Effective Decembe 
1957, the number of weeks of benefit for a given number of contribution-weeks was in 
creased and the seasonal benefit period was extended (by 34 months for the winter 0 
1957-58 and by 2 months for each of the last two winters). No increases in contribution: 


to the Fund were provided to compensate for the additional cost arising from the above 


| 
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changes. In September 1959 there was a general increase in contribution rates but no 
‘pecial contribution was made to compensate for the previous drain on the Fund caused 
y these changes in seasonal benefits. 


The report of the actuary, dated July 12, 1960, observes that “there is a distinct 
jossibility that if unemployment conditions continue at the level that prevailed in 1957- 
AL 


‘ction is taken to increase revenue or decrease benefit payments’. 


, the Unemployment Insurance Fund may be exhausted in two or three years unless 


Crown Corporations 


110. Section 87 of the Financial Administration Act requires the auditor of an 
igency or a proprietary Crown corporation to report annually to the appropriate Minister 


jhe result of his examination of the accounts and financial statements of the relative 
jorporation, and the report is required to state whether, in the auditor’s opinion: 


“(a) proper books of account have been kept by the corporation; 
| (b) the financial statements of the corporation 


(1) were prepared on a basis consistent with that of the preceding year and are in agree- 
| ment with the books of account, 


(11) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 


(iii) in the case of the statement of income and expense, give a true and fair view of the 
income and expense of the corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within the 
powers of the corporation under this Act and any other Act applicable to the corporation.” 


n addition, the auditor is required to call attention to any other matter falling within 
he scope of his examination that in his opinion should be brought to the attention of 
>arliament. 


| 


neluded in the annual report of each corporation, and Section 85 directs that such annual 


111. Section 87 of the Act further requires that the annual report of the auditor be 


eport be laid before Parliament by the appropriate Minister within fifteen days after 
1e receives it from the corporation or, if Parliament is not in session, within fifteen days 
fter the commencement of the next ensuing session. 

| 

. . 
The financial statements of the various corporations, together with the related audit 
eports, are published in Volume II of the Public Accounts. 


| 
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112. The Auditor General is eligible to be appointed the auditor, or a joint auditor, 
a Crown corporation, and the accounts and financial statements of 22 of the 26 corpor 
tions were examined by the Audit Office in the year under review, as follows: 


Corporation 


Agency corporations: 


Atomic Energy of Canada Limited 
Canadian Arsenals Limited .........--- see cere eee eeees 
Canadian Commercial Corporation 
Canadian Patents and Development Limited 
Crown Assets Disposal Corporation 
Defence Construction (1951) Limited ...........-..---- 
National Capital Commission .......--.+++ ee eeereeeeee 
National Harbours Board 
Northern Canada Power Commission 


a a oo Me ee ee ee ee A a Bs Ce 


a Qe Neate ae Oe ee Sa ae ee 
G0) fer 6 Hee) ee 


Sie ee Ma OO Re eS Ore) Or et ee 


Giles ie a Oke OR Pa eS OMe el eee: Te) Dele 2) ee BROT. 


@ 0.8 @ he fe 6.16. 2 ele er ere 1Ore. ae 


Park Steamship Company Limited 
The National Battlefields Commission 


je ele) (ele) ©) sl eG ew pe we eel aa sXe, 6 6 


ee ek See a we Te ee ee ey eee 


Proprietary corporations: 


Canadian Broadcasting Corporation 
Canadian Overseas Telecommunication Corporation .... 
Cornwall International Bridge Company Limited 
Eidorada Aviation lamited (sis gees ae en tee oe 
Eldorado Mining and Refining Limited 
Export Credits Insurance Corporation ..............-+-- 
Farm Credit Corporation 
Northern Transportation Company Limited 
Polymer Corporation Limited 
The St. Lawrence Seaway Authority .............-..... 


Other: 


Northern Ontario Pipe Line Crown Corporation 


O 2) Oe 6) ©. a8. O20). sO) re) (Sele, eee 


6 See Oye te Le 10) el 46. cer ee) ee mee 


Ob) (6) 0 16, de se eS, 8 ws ee Sw Le le (6 (Eva t a ete) Sy ee ie 


6 ae ae lee ee) 6 renee 


1, Ow OO ee fee oe) 6. eB, Se el Sige Pe a! [Oca eae 


oe ee OLE Fe ‘ee 


Reporting Minister 


Trade and Commerce 
Defence Production 
Defence Production 
Trade and Commerce 
Defence Production 
Defence Production 
Public Works 
Transport 
Northern Affairs and 
National Resources 
Transport 
Northern Affairs and 
National Resources 


National Revenue 
Transport 

Transport 

Trade and Commerce 
Trade and Commerce 
Trade and Commerce 
Agriculture 

Trade and Commerce 
Defence Production 
Transport 


Trade and Commerce 


113. The accounts of the following Crown corporations and other public instrumenta: 
ities were not examined by the Auditor General during the year under review: 


IGRI OL RADARS. sos ete cn ol ean eee eee 
Canadian’ National »Railways:..c..and< edd. 0h. de 
The Canadian National Railways Securities Trust ...... 
Canadian National (West Indies) Steamships Limited ... 
Lue Canadian Wheat Board 6 ....25 ees. ccs ce eee 
Central Mortgage and Housing Corporation 
Industrial Development Bank 
Trans-Canada Air Lines 


a Oar ee ol eve 6, ee 


2 et Fe) eRe WS 2 De Se OS ele 4 eee 


SS eS Se EES SOE RU Oe a ee eee a a oe ee Oe 


Reporting Minister 


Finance 

Transport 

Transport 

Transport 
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114. The following paragraphs summarize the operating results of Crown corporations 
whose accounts were examined by the Audit Office during the year and include comments 
regarding the extent of the Crown’s equity in each at the year-end, together with references 
_ to any qualifications made or explanations given by the Auditor General in his statutory 
audit report. They do not include references to the contents of Audit Office reports (see 
paragraph 9) where addressed to the managements of the corporations concerning their 
accounts for the year. 


Agency Corporations 


115. An agency corporation is an agent of Her Majesty in right of Canada and is 
responsible for the management of trading or service operations on a quasi-commercial 
basis, or for the management of procurement, construction or disposal activities on behalf 
of Her Majesty. 


116. Atomic Energy of Canada Limited. Expenditures for the 1959-60 research pro- 
gram of this company aggregated $31,574,000, of which $20,047,000 was for operating costs 
and $11,527,000 for capital outlays. In the case of the operating program, the available 
parliamentary appropriations and other income exceeded expenditures by $972,000, which 
amount has been refunded to the Receiver General of Canada. Of the $11,527,000 of capital 
expenditures, $10,797,000 was provided for by a parliamentary appropriation and the 
balance out of retained earnings account. Income from the company’s commercial oper- 
_ ations amounted to $3,154,000 and expenses to $2,629,000. The resultant excess of income 
over expense of $525,000 was credited to retained earnings account. 


As at March 31, 1960, the Crown’s financial interest in the company as reflected 
in the balance sheet amounted to $62,794,000, comprising: unexpended balance of 
$972,000 provided under a parliamentary appropriation; loans of $5,374,000 to provide 
housing for employees; unrealized profit of $753,000 on property sold on deferred pay- 
ment terms; capital stock of $54,000,000 and retained earnings of $1,695,000. Apart from 
these amounts was the investment in that portion of the capital assets which had been 
written off as research expense over the years, to a total of $89,184,000. 


117. Canadian Arsenals Limited. During the year ended March 31, 1960, this 
company’s sales amounted to $25,049,000 and income from other sources was $431,000, 
while cost of sales totalled $20,965,000 and administrative expenses amounted to 
$821,000. The resultant excess of income over expense for the year was $3,694,000 before 
charging for unabsorbed overhead expenses. Cost of sales included charges for overhead 
at rates which would theoretically have absorbed overhead expenses had all the plants 
under the company’s administration been operating at full capacity. As this was not the 
case, there were unabsorbed overhead expenses amounting to $5,754,000 which were 
attributed to idle plant capacity. After taking this into consideration, the net result of 
operations was a deficit of $2,060,000. A parliamentary appropriation (Vote 74) provided 
$2,000,000 towards this deficit and the remaining $60,000 was reflected in the balance 
sheet as recoverable from the Government of Canada at the year-end. 


56 AUDITOR GENERAL’S REPORT 


As at March 31, 1960 the company was financed by: advances of $15,386,000 from 
the Department of National Defence in respect of orders placed; advances of $7,500,000 
from the Defence Production Revolving Fund; and advances of $7,500,000 from the 
Government of Canada for working capital. The company had under its administration 
nine Government-owned plants, the total cost of which exceeded $103,000,000. 


118. Canadian Commercial Corporation. The income of this corporation for th 
year ended March 31, 1960 totalled $227,000 while administrative expenses amounted 
to $294,000, giving an excess of expense over income of $67,000, which was charged t 
surplus account. At the year-end the corporation’s agency account showed $2,114,000 
for obligations to principals, representing advances from various governments and inter- 
national bodies. The Crown’s equity in the corporation at the year-end consisted of 
$6,000,000 of working capital advances and a surplus account balance of $900,000. 


The audit report to the Minister included a reference to certain advances havin 
been made to a supplier, in excess of those normally provided, to enable a project to be 
completed. It was observed that repayment of the advances was dependent on settlement 
of a claim for contract adjustment made by the corporation to its customer. 


119. Crown Assets Disposal Corporation. The proceeds from sales of surplus Crow 
assets by this corporation during the year ended March 31, 1960 amounted to $8,405,000. 
As of April 1, 1959, the Governor in Council authorized the corporation to retain 4% o 
the net proceeds from sales of lands and buildings and 10% of the net proceeds of al 
other sales and other income earned by the corporation, to meet administrative cost 
and other expenses (previously the corporation had been authorized to retain 10% o 
the net proceeds of all sales and other income). The percentage of net proceeds of sales 
and other income, retained during the year under review, resulted in corporate incom 
of $738,000, which included $90,000 derived from sales for the account of the Unite 
States Government. Administrative expenses amounted to $606,000, leaving an exces 
of income over expense of $132,000. 


During the year, the Governor in Council directed the corporation to pay to . 
Receiver General, at intervals of not longer than six months, all of its surplus in exces 


of $100,000, and remittances amounting to $415,000 were made to the Receiver Genera 
in accordance with this direction. 


120. Defence Construction (1951) Limited. The expenses incurred by this compan 
during the year ended March 31, 1960 in supervising construction and maintenance 
projects for the Department of National Defence and others (involving expenditure o 
some $103 million) totalled $3,207,000. After deducting $156,000 with respect to fee 
earned for various engineering and administrative services, etc., there remained $3,051,00 


of net operating expenses to be met from the parliamentary appropriation provided fo 
the purpose. 
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121. National Capital Commission. During the year ended March 31, 1960, the 
Commission was provided with funds through a parliamentary appropriation of $1,795,000 
for “Administration, and Operation and Maintenance of parks, parkways and grounds 
adjoining Government Buildings at Ottawa and Hull”. The funds thus provided were 
supplemented by income from equipment rentals, sales of supplies and nursery stocks, 
etc., in the amount of $160,000, making available for expenditure a total of $1,955,000. 
Expenditures totalled $1,897,000 and the balance of $58,000 was recorded as refundable 
to the Receiver General. Interest charges on Government of Canada loans, amounting 
to $590,000, were provided for by means of a parliamentary appropriation of $460,000 
supplemented by rental and other income amounting to $133,000. The unexpended 
balance of $3,000 was recorded as refundable to the Receiver General. 


As of March 31, 1960, a balance of $2,360,000 was held by the Minister of Finance 
at the credit of the National Capital Fund, which was established by the National 
Capital Act, available for payment to the Commission to finance, with the approval of 
the Governor in Council, the cost of capital projects of the Commission and contributions 
towards the cost of municipal projects within the National Capital Region. 


National Capital Fund by the Commission was $345,000, to which was added $2,500,000 
drawn from the Fund and $77,000 arising from sales of land. Capital outlays, principally 
for roads, driveways, parks and boulevards, amounted to $1,806,000, while contributions 
to municipalities respecting capital works were $595,000, leaving an unexpended balance 
at the end of the year of $521,000. 


At the beginning of the year, the unexpended balance of funds received from the 
Loans received by the Commission from the Government of Canada for the acquisi- 
tion of property in the National Capital Region increased by $10,642,000 during the year 
to $17,742,000, and of this amount $17,292,000 had been expended. 
| The accumulated cost of capital assets under the administration of the Commission 
amounted to $51,194,000 at the year-end. 


122. National Harbours Board. The Board’s financial statements given in the Public 
Accounts are a consolidation of the balance sheets and statements of income and expense 
for the harbours of Halifax, Saint John, Chicoutimi, Quebec, Three Rivers, Montreal, 
Churchill and Vancouver, as well as the grain elevators at Prescott and Port Colborne 
and the Jacques Cartier Bridge at Montreal. Total operating income for the financial 
year ended December 31, 1959 amounted to $24,206,000 and the operating expenses to 
$15,598,000, leaving a net operating income of $8,608,000. After adding income from 
investments, etc., of $2,344,000 and deducting $7,925,000 for interest on loans and ad- 

ances, $3,403,000 for provision for replacement of capital assets and $219,000 for other 
special charges, a net loss of $595,000 resulted. This amount was added to the accumu- 
lated deficit brought forward from the previous year. 
| 
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The proprietary equity of the Government of Canada as of December 31, 1959, as 
shown on the Board’s balance sheet, was $399 243,000, comprising: value of assets trans- 
ferred to the Board, $56,923,000; loans and advances, $265,997,000; interest in arrears 
on loans and advances, $54,010,000; and reserve for replacement of capital assets and 
other reserves, $89,085,000—less an accumulated deficit of $66,772,000. 


123. Northern Canada Power Commission. The Commission’s income amounted to 
$2,507,000 for the year ended March 31, 1960. Expenses amounted to $2,117,000, com- 
prising: operating expenses, $834,000; maintenance, $72,000; administration, $156,000; 
interest on advances from the Government of Canada, $507,000; and depreciation, 
$548,000. The resultant net income of $390,000 was carried to surplus account. At the 
year-end the balance at credit of surplus account was $510,000 after transferring $138,000 
to the reserve for contingencies and $105,000 to the reserve for extension, expansion and 
improvements. The balances in these reserve accounts then stood at $815,000 and 
$212,000, respectively. 


The liability to the Government of Canada with respect to advances to the Com- 
mission for capital construction purposes under Sections 14 and 15 of the Northern 
Canada Power Commission Act was $25,857,000, and for advances pursuant to agreements 
entered into under the Atlantic Provinces Power Development Act, $9,201,000. 


124, Park Steamship Company Limited. The active operations of this company 
ceased in 1947 on the disposal of the government-owned fleet of cargo ships under its 
administration, and the activities of the company have since been confined to the liqui- 
dation of the accounts and claims relating to those operations. 


125. The National Battlefields Commission. During its financial year ended March 
31, 1960, the activities of this Commission were financed by $178,000 provided by a 
parliamentary appropriation. Expenditures amounted to $171,000 and the excess of in- 
come over expense of $7,000 was credited to the proprietary equity account. 


The Government of Canada’s equity in the Commission was $1,437,000, represented 
by a special reserve fund of $13,000 and a proprietary equity account balance of 
$1,424 000. 


Proprietary Corporations 


126. A proprietary corporation is responsible for the management of lending or: 
financial operations, or for the management of commercial and industrial operations: 


involving the production of or dealing in goods and the supplying of services to the: 
public. | 

127. Canadian Broadcasting Corporation. The expenses of the corporation for the 
year ended March 31, 1960 amounted to $94,040,000. Costs of production and distribution: 
for programs without advertising were recorded as $48,387,000, and for programs with 


eS 
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advertising, as $32,581,000. Operational supervision and services of $6,878,000 and selling 
and general administration of $5,703,000 largely accounted for the balance of the expenses, 
Commercial revenue amounted to $38,162,000 and interest on investments and miscella- 
neous income to $402,000. A parliamentary appropriation (Vote 43) provided $58,404,000, 
of which $6,104,000 was not required, with the result that the Government of Canada 
paid $52,300,000 in respect of the net operating requirements of the radio and television 
services. Offsetting amounts of $3,175,000 are recorded in the Statement of Operations 
and the Statement of Proprietor’s Equity Account to compensate for the inclusion in 


operating expenses, for cost ascertainment purposes only, of the provision made for 
depreciation of capital assets. 


The equity of the Government of Canada at March 31, 1960, as shown by the State- 
ment of Proprietor’s Equity Account, stood at $34,232,000, representing working capital 
of $6,000,000 and capital assets of $28,232,000. 


The International Broadcasting Service facilities are operated by the corporation on 
behalf of the Government of Canada and are shown on the corporation’s balance sheet at 
cost in the amount of $6,264,000. These facilities have been acquired over the years through 
charges to annual parliamentary appropriations for “International Shortwave Broad- 


casting Service—Construction or Acquisition of Buildings, Works, Land and Equipment, 
including Supervision”, 


128. Canadian Overseas Telecommunication Corporation. Income for the year ended 
March 31, 1960 amounted to $5,778,000. Operating, administrative, traffic solicitation and 
other expenses aggregated $3,892,000 and, after providing $938,000 for income taxes, there 


| was a net profit of $948,000 which was credited to surplus account. 


re oe 


| 


The Government of Canada’s equity in the corporation at March 31, 1960, totalled 
$25,179,000, consisting of $22,590,000 advanced under Section 14 of the Canadian Over- 


seas Telecommunication Corporation Act, together with $2,589,000 at credit of surplus 
account. 


129. Cornwall International Bridge Company Limited. This company is jointly owned 
by The St. Lawrence Seaway Authority and its United States counterpart, the Saint 
Lawrence Seaway Development Corporation. The company’s income for its financial year 
ended September 30, 1959 amounted to $320,000, principally derived from the assessment 
of bridge tolls. Operating and administrative expenses aggregated $117,000. The resultant 
het income of $203,000 was transferred to The St. Lawrence Seaway Authority in lieu of 
rental for the right-of-way over bridge, management fee, etc. 


The shareholders’ equity in the company totalled $110,000, comprising $50,000 of 
capital stock and a surplus balance of $60,000, after deducting $37,000 for the loss sus- 
tained on the abandonment of capital assets during the year under review. 
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130. Eldorado Aviation Limited. This company is a wholly-owned subsidiary of © 
Eldorado Mining and Refining Limited providing aviation facilities exclusively to the 
Eldorado group. Operational and administrative expenses for the year ended December 
31. 1959, amounting to $962,000, including depreciation of $153,000, were apportioned 
hetween Eldorado Mining and Refining Limited and its other subsidiary, Northern Trans- — 


portation Company Limited, in the amounts of $856,000 and $106,000, respectively. 


The capital of the company consisted of $98,006 of capital stock together with a 
surplus balance of $217,000 which arose from proceeds of insurance, profits on sale of 
aircraft and major spare parts and prior years’ adjustments. 


131. Eldorado Mining and Refining Limited. During the year ended December 31, 
1959 sales and other income amounted to $38,414,000, exclusive of amounts totalling 
$295,330,000 derived from the sale of uranium concentrates purchased from other produ- 
cers and on which no profit was earned by the company. Cost of sales totalled $27,418,000 
and scientific research, exploration and administrative costs totalled $1,489,000. After a — 
charge of $1,043,000 for the cost of additional benefits in respect of past service, arising on 
establishment of a new pension plan for employees, and a provision for income tax in the 
amount of $4,380,000, a net profit for the year of $4,134,000 remained and was credited 
to surplus account. Dividends of $4,230,000 were paid to the Receiver General during the 
year. 


The Government of Canada’s equity in the company as at December 31, 1959 
amounted to $53,306,000, represented by capital stock and surplus in the amounts of 
$6,586,000 and $46,720,000, respectively. 


132. Export Credits Insurance Corporation. The income of this corporation for its 
financial year ended December 31, 1959, amounting to $1,240,000, consisted of: premiums. 
on risks insured, $558,000; portion of premiums in respect of insurance entered into under 
Section 21 of the Export Credits Insurance Act, $115,000; and interest earned on Govern- 
ment of Canada bonds, $567,000. Administrative expenses amounted to $235,000. 
Policyholders’ claims amounting to $176,000 were paid by the corporation, while recoveries 
of claims previously paid amounted to $335,000. The net result of the operations for the 
year amounted to $1,164,000 which was carried to the credit of the underwriting reserve, 
as required by Section 11A of the Export Credits Insurance Act. 


The Government of Canada’s equity in the corporation at December 31, 1959 was 
$10,000,000, consisting of share capital of $5,000,000 and capital surplus of $5,000,000. 
Investments in Government of Canada securities held by the corporation at the year-end 
amounted to $15,205,000 so that the Government’s equity, plus the underwriting reserve © 
of $4,905,000, was more than offset by the Government securities held by the corporation. — 


The liability of the corporation under the contracts of insurance issued and out- 
standing as of December 31, 1959 totalled $159,117,000, of which $98,956,000 was for 
contracts entered into under Section 21 of the Act, which provides that all moneys 


i 


a — 
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required to discharge the liabilities arising under such contracts are payable to the corpora- 
tion by the Minister of Finance out of unappropriated moneys in the Consolidated 
Revenue Fund. 


133. Farm Credit Corporation. This corporation is the successor to the Canadian 
Farm Loan Board, under the Farm Credit Act, c. 43, 1959, proclaimed on October 5, 1959. 
Under Section 30 of the Act, the Farm Credit Corporation assumed all property, rights, 
obligations and liabilities of the Canadian Farm Loan Board. 


During the financial year ended March 31, 1960, 5,339 loans were made to farmers 
to a total of $40,031,000, and repayments amounted to $7,904,000. Loans outstanding 
at the balance sheet date, including accrued interest, amounted to $120,152,000. Interest 
earned on loans to farmers during the year amounted to $5,027,000 and other income 
to $129,000. After deducting $3,751,000 for interest on loans from the Government of 
Canada, an amount of $1,405,000 was available to meet administrative expenses, which 
totalled $1,165,000. The resultant net earnings of $240,000 were carried to the statutory 
reserve for losses, increasing the balance at the credit of that reserve to $3,749,000 at 
the year-end. 


Pursuant to Section 30 of the Act, the issued and outstanding shares of capital stock 
of the Canadian Farm Loan Board, consisting of 50,000 shares with a fully paid value 
of $5,000,000, were cancelled and a like amount was deemed to have been paid to the 
corporation, as capital, by the Minister of Finance under Section 12 of the Act. Govern- 
ment of Canada loans to the corporation as at March 31, 1960, amounted to $110,700,000, 
including $15,800,000 obtained during the last six months of the year at an interest 
rate of 53% per annum. Under Section 16 of the Act, these funds were loaned to farmers 
at 5% per annum. Over the repayment period of 25 years, it is estimated that the 
interest loss to the corporation on these loans will amount to over $2,000,000. 


134. Northern Transportation Company Limited. 'The income of this company, a 
wholly-owned subsidiary of Eldorado Mining and Refining Limited, amounted to 
$3,847,000 for its financial year ended December 31, 1959, while operating and admin- 
istrative expenses and provisions for depreciation totalled $3,287,000. After deducting 
_ $400,000 for the cost of additional benefits in respect of past service, arising on establish- 
Ment of a new pension plan for employees, and $76,000 for the provision for income tax, 
$84,000 remained which was credited to surplus account. During 1959, in order to provide 
| for possible marine losses not protected by commercial insurance, the sum of $100,000 
was transferred from surplus account to a reserve for marine insurance. The parent 
"company’s equity in the company at December 31, 1959 was $5,613,000, consisting 
| of $152,000 of capital stock and $5,461,000 of surplus. 
| 135. Polymer Corporation Limited. During its financial year ended December 31, 
1959, net sales of products and services of this company amounted to $59,847,000 and 
| other income to $405,000. Cost of sales amounted to $50,923,000 and other expenses to 
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$3,018,000. After providing $2,621,000 for income tax, a net income for the year of 
$3,690,000 resulted and was credited to surplus account. Dividends of $3,000,000 were 


paid to the Receiver General during the year. 


The Government of Canada’s equity in the company at December 31, 1959 was 
$57,750,000, consisting of $30,000,000 in capital stock and $27,750,000 in surplus. 


136. The St. Lawrence Seaway Authority. The Authority commenced operations on 
April 25, 1959, and during the period to December 31, 1959 income from tolls and 
other sources totalled $9,214,000. Administrative, operating and maintenance expenses 
amounted to $3,953,000. After a charge of $7,994,000 for interest on loans from the 
Government of Canada and provision of $3,955,000 for depreciation, there was a net 
loss of $6,688,000 which was carried to the deficit account. 


Responsibility for the operation of non-toll canals and other properties at Lachine, 
Cornwall, Sault Ste. Marie and Niagara Peninsula was transferred to the Authority 
from the Department of Transport as from April 1, 1959. A net amount of $1,656,000 
was recovered from parliamentary appropriations to cover the operating and maintenance 
expenses of $830,000 and the cost of construction of works and acquisition of equipment 
of $1,139,000, less income from rentals, wharfage and other sources of $313,000. 


The Government of Canada’s equity at December 31, 1959 is shown on the 
Authority’s balance sheet as follows: 


Capital assets transferred from Department of Transport, April 1, 1959 (including 


Welland. Ship2Canal at avvalue rof $190,716,000) 6 gin. sie cs eos os eels map nent vere $ 179,353,000 
Loanssunder ection: 25° Of the GAit .. clpee cele ove ealect es 89 eres ete Cee 285,500,000 
Interest’.cn4losne-—matured tnd capitalized: Begs ois. Oe vos + vc ees eee eee 24,427,000 

489,280,000 
Deduct: Deficit—net loss for the period April 25, 1959, commencement of opera- 
trons. to » Deeonmbete. 33771050 6.2.0.8. eke eee caw fue os wee eae Cee 6,688,000 


$ 482,592,000 


137. Northern Ontario Pipe Line Crown Corporation. The capital cost of $124,583,000 
of the Northern Ontario section of the all-Canadian natural gas pipe line at December 
31, 1959 consisted of $115,682,000 of assets acquired or in course of construction, and 
$9,501,000 of engineering, administration and financing expenses, financed out of funds 
provided through loans by the Government of Canada under Section 6 of the Northern 
Ontario Pipe Line Crown Corporation Act. The excess of income from pipe line rentals 
of $5,642,000, over interest on invested capital of $4,792,000, amounted to $850,000 and 
was credited to a reserve to be available for meeting obligations to the lessee, Trans- 


Canada Pipe Lines Limited, in the event that it exercises its rights under the existing | 
purchase-option lease agreement. 
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Departmental Operating Activities 
138. Extensive trading or servicing activities are operated by several departments, 
for example: 


Agricultural commodities stabilization activities, operated by the Agricultural Stabilization 
Board under the Department of Agriculture; 


National Film Board, under the Department of Citizenship and Immigration; 
Royal Canadian Mint, under the Department of Finance; 

Post Office activities; 

Public Printing and Stationery activities; 

Board of Grain Commissioners, under the Department of Trade and Commerce; 


Canadian Government Elevators, operated by the Board of Grain Commissioners under the 
Department of Trade and Commerce; 


Airports operations, under the Department of Transport. 


139. A general statutory direction is contained in the Financial Administration Act 
as to the way in which the operating results of Crown corporations are to be reflected in 
annual financial statements. There are, however, no statutory directions regarding the 
preparation of financial statements in respect of trading or servicing functions carried on 
as departmental activities. Revenues arising from such activities are included in the 
accounts as revenues of the departments concerned, while the expenditures which involve 
cash outlays in the year are recorded as charges against the parliamentary appropriations 
for those departments. Where statutory revolving funds are used to acquire materials, 
statements summarizing the transactions in the revolving fund accounts are included in 
the Public Accounts. 


It will be noted from the Public Accounts that there are a few instances where finan- 
cial statements showing operating results from departmental operating activities are 
included. However, for the reasons already explained in paragraph 13, the costs shown 
in these statements include only the direct costs arising from cash outlays by the depart- 
‘ments concerned. 
| 140. Agricultural commodities stabilization activities. The Agricultural Stabilization 
Board was established by the Agricultural Stabilization Act, c. 22, 1957-58. Stabilizing 
cures take the form of either the purchase of commodities at prescribed prices, or 
payment to producers of the amounts by which prescribed prices exceed those determined 
by the Board to be the average prices at which commodities are currently being sold. 
Purchased commodities may be sold or otherwise disposed of by the Board. The Board’s 
activities are financed through the Agricultural Commodities Stabilization Account, to 
which charges are made for purchases of commodities and for other expenditures incurred, 
except administration expenses, and to which credits are recorded for all monies received 
by the Board from sales of commodities. 
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The transactions recorded through the Agricultural Commodities Stabilization 
Account during the year ended March 31, 1960, as shown in the Public Accounts, page 


A-56, are summarized as follows: 


Trading losses: 


Bie Pa IAS ie a Buea ts Gre eer eee hee aR OS $ 27,862,000 
Dry skimmed milk <.....:.sccee ccs eceeee steer eenreernewertas 8,108,000 
West conc iden wa ete aaah a ch mae ee eee a eae 4,810,000 
TRAP my «ch pinre dg Noe Oe RR Redo Se rine Sais Mies RNR SS in as ea 3,409,000 
CH]R ccc cepavn deere cov nnn sels ae Nomen Soh te Shines kato w eo wna 697,000 
—_———— $ 44,886,000 
Stabilization payments: 
RAM asinva-Becs Sadan s seis ole ome ale eh a en era 4m eS Renner te ipeiatas 9,844,000 
BSinpar  Beeha ys acoxdis si kde comes siete a epee ein penne = eare 2,657,000 
5 (al tinder pla eh ek A Raa ia ery a 9h mae ta a 4 Pk ok 1,219,000 
Soya  baand dn te ween pay feeayle cake oe ng ene? Seepage 1,217,000 
ET a ee Hew Rrra PTC Orr eRe Ree ke 396,000 
——_—_—_——- 15,333,000 
$ 60,219,000 


The above loss for 1959-60, which represented the direct cost of stabilization measures 
taken by the Board, together with a residual balance of $107,000 brought forward from 
1958-59, exceeded the amount of $57,661,000 provided by Vote 640 by $2,665,000, and 
this amount remained to be carried forward as a charge to Expenditure in 1960-61. . 


Various indirect costs were also incurred in relation to the stabilization program. 
The administrative expenses of the Agricultural Stabilization Board totalling $224,000 
were charged to the appropriation for “Agricultural Stabilization Act Administration” 
(Votes 10 and 490) as shown on page A-16 of the Public Accounts. In addition, special 
accounting services with respect to the stabilization program are rendered by the Office 
of the Comptroller of the Treasury, as a charge to the appropriation for the costs of that 
Office (Vote 107, 1959-60). Interest on the funds employed is not taken into consideration. 


At March 31, 1960 inventories held by the Board amounted to $117,796,000, com- 
prising: pork, $74,085,000; butter, $42,256,000; and other inventories, $1,455,000. 


141. National Film Board. The National Film Board was established by the National 
Film Act, c. 185, R.S., in order to promote the production and distribution of films in the — 
national interest. The expenditures of the Board are charged to the National Film Board | 
Operating Account provided for by Section 18 of the Act, and the Account is credited ! 
with income from the sale of films and miscellaneous revenues, and with amounts trans- 
ferred from annual parliamentary appropriations for “Administration, Production and 
Distribution of Films and Other Visual Materials” (Vote 234 in 1959- 60). | 


Under provisions of the Act, the Board maintains an accounting system on the accrual | 
basis, additional to the accounts maintained by the Comptroller of the Treasury wi 
respect to cash transactions. The financial statements for the year ended March 31, 19 
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prepared from the Board’s accounts, are included in the Public Accounts, pages T-9 to 


T-11. The following is a summary of the transactions for the year as shown in the State- 
ment of Income and Expense: 


Expense: 


Te $ 2,441,000 


PT a eee a ee 1,912,000 
Administration and general services ........................ 782,000 


Cost of production of films and other visual materials for gZov- 
ernment departments and others 


Pes hae A. BI oS. 1,158,000 
BrnGo or eniigment 1 y, 20 A. 1h eG PON teks oe 194,000 
—————— $ 6,487,000 
Income: 
Sales of film and other visual materials to government depart- 
OE Os a nn ee 1,359,000 
Bo al ao LOS re ar i a 576,000 
ere aA i he hei, ee oe ee oe ack. 21,000 
; ——— 1,956,000 
| Net expense 


AGRE SAEs AUR Mu gel gn MEN RCE te TT $ 4,531,000 


The net expense for the year as thus determined is without including charges for 
amortization of building construction costs and office furniture and furnishings, main- 


tenance services provided by the Department of Public Works, interest on funds employed, 
ec. 


| 142. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of the 
Currency, Mint and Exchange Fund Act, ¢. 315, R.S., which requires that facilities be 


provided for making coins of the currency of Canada and for melting, assaying and refining 
gold. 


| Revolving fund accounts are maintained for the purchase of the gold, silver and other 
‘metals used by the Mint in its operations, and inventories acquired through these accounts 
totalled $11,380,000 at the beginning of the year under review. Metal purchases charged 
to the several “purchase accounts” during the year totalled $95,172,000, comprising: gold, 
$88,311,000; silver, $6,441,000; nickel, $162,000; bronze, $257,000, and steel, $1,000. 
Credits to the purchase accounts totalled $100,036,000, comprising: $90,384,000 for sales 

f gold to the Bank of Canada and sundry purchasers; $8,219,000 for sales of silver coin; 

25,000 for sales of silver bullion; $570,000 for nickel coins, and $838,000 for bronze coins. 
The inventories on hand at March 31, 1960 amounted to $11,503,000, after a downward 
adjustment of $83,000 for year-end gold revaluation. 


_ Amounts credited to the purchase accounts for sales of coin were at face value, and 
she excess of such amounts over the cost of metals used, together with the gold refining 
tain, was transferred to the credit of revenue of the Department of Finance, as follows: 
ain on coinage operations, $5,040,000; and gold refining gain, $30,000. In addition, there 
ere revenues of $171,000 for gold refining charges and $189,000 for gold handling charges, 


king total revenues of $5,430,000. 
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Expenditures totalling $1,223,000 were charged to parliamentary appropriations, as 
follows: administration, operation and maintenance, $1,156,000; and construction or 
acquisition of equipment, $67,000. 

The net result of these charges and credits, as reported in the Department of Finance 
section of the Public Accounts, was an excess of revenue over expenditure of $4,207,000. 
Costs not reflected in the accounts include amortization of building and equipment costs, 


interest on funds employed, etc. 
143. Post Office activities. The activities of the Post Office are carried on in accord- 
ance with the Post Office Act, c. 212, R.S. 


The following is a summary of the Post Office transactions, reported as revenues, and 
as charges against parliamentary appropriations, in the Post Office section of the Public 


Accounts: 
Gross postal revenUe ........0 cee cece cee ete ence nae eens nenencreeesanes $ 193,593,000 
Less: Expenses paid from revenue .......... 00+ se eee eee centre eee tenet ene 26,031,000 
Wet. postal. TOVERUC «sees pase cob. headed eos See gine Hie VSN ew Rel ph ee 167,562,000 
Misrellancous TreVentie -...50 ss i.5 osm nde hes gate cy +o a renee me ae 67,000 
167,629,000 
Deduct: Expenditure paid from parliamentary appropriations 

Qperstions: «ite enndemr-sinlvete des adeans dy) teperaeee eee ewes $ 101,351,000 

TYANHGOPERION. gage na Ua at eoes Bae Chr 5 a8 Ee Raed ao ster SU RPaI 59,803,000 

Administration, financial services, etc. .............eeeeeeeeeee 4,638,000 
ee - 165,792,000 
Excess of Revenue over Expenditure ..............csseecseness $ 1,837,000 


This recorded excess of revenue over expenditure does not, however, take into consider 
ation charges for: 


(a) amortization of building construction costs (the cost of constructing new buildings i 
borne by appropriations for the Department of Public Works) ; 


(b) maintenance and operation of buildings (this cost is undertaken as a charge to appropria 
tions for the Department of Public Works) ; 


(c) amortization of furniture and equipment cost (in lieu of charges presently included f 
purchases, against either Public Works or Post Office appropriations) ; 


(d) share of the Government’s contributions towards employees’ superannuation; 
(e) interest on funds employed; 
(f) interest on Post Office Savings Bank deposits (presently recorded as a charge to interes 
on the public debt) ; 
nor credits for: 


(a) mail franked by and sent to Members of Parliament and government departments; 
(6) interest on Post Office Savings Bank funds on deposit with the Receiver General. 


144. Public Printing and Stattonery activities. The activities of the Department 
Public Printing and Stationery are governed by the Public Printing and Stationery A 
c. 226, R.S., which places responsibility on the department for the execution of printir 
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and lithographing and the acquisition and distribution of papers, books and other articles 
of stationery required by the Senate and House of Commons and the various departments. 


In addition, the department is responsible for the sale of all books and publications issued 
by order of either or both Houses of Parliament or by any department. 


The basic operating expenses of the Department of Public Printing and Stationery 
are charged to the Queen’s Printer’s Advance Account, and credits are made to the Account 
for the value of the printing work executed for and charged (at “factory cost”) to the 
various government departments, and for the value of stationery supplied and charged 
(at purchase cost) to the departments. The following is a summary of the transactions 
in the Account for the year ended March 31, 1960: 


Revenue: 
RN I de a vse (sles oe ween oe, 0, $ 15,522,000 
PeIENT SS OUT ied “oee.le), STELIS Fone Tt A elo) 2,686,000 
pHa $ 18,208,000 
| Expenditure: 
eg is ete es heres ee ee FF 1,189,000 
ESS SESE NADIE EN ane ne 4,513,000 
Paper, printing material, etc., (including $448,000 reduction in 
ME ee 3,683,000 
eae ene ere eee Te Ore) I DOOR OAL OD) 5,710,000 
Stationery purchased (including $66,000 reduction in inventory) 2,667,000 
eg 266,000 
— 18,028,000 
Excess of revenue over expenditure, comprising $161,000 on 
| printing operations and $19,000 on stationery transactions ...... $ 180,000 


In addition to the expenditure thus recorded through the Advance Account, there 
“were expenses totalling $3,467,000 charged to appropriations, as follows: 
MEER APRON sey sale 5 cs so sas voi vavecceecececs cet... $ 642,000 


! err opnce “tpeciive yequipment) @yer sh. ok. Soe oo A Uebel e eck Joo as 1,152,000 
Meeremiane | of | offirial: documenta! i) aig. fons coos. es ka oe oR Us ech Shee vnncds .. ... 429,000 

| Printing and binding of publications for sale and distribution to departments 

I ME nee EC ec ce Shack 6 6 i dos 6 bm dos nao oe vege. vee 689,000 

| ree Catia: nto eT Nek te Oe Oo oto) on 131,000 
Pte end binds the annual sGtatites .21.s.)..a).00o.c. onl leckec lea 45,000 

Peer equipment mind replacements <i. .5; 5% < ssi ois s6sacdisss iden oheiigneun: 379,000 

$ 3,467,000 
| —— 


Credits to Revenue, in addition to the $180,000 excess of revenue over expenditure on 
printing operations and stationery transactions (recorded through the Queen’s Printer’s 
Advance Account, as noted above) amounted to $1,121,000, of which sales of publications 


to the general public accounted for $863,000. 
| 


| The net result of all the transactions thus reported in various places in the Public 
Accounts was an excess of expenditure over income of $2,166,000 for the year ended 

arch 31, 1960. This, however, was without taking into consideration any charges for 
uilding maintenance, amortization of building cost, amortization of equipment (in lieu 
of purchase cost), interest on funds employed, ete. 
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145. Board of Grain Commissioners. This Board operates under the authority of the 
Canada Grain Act, c. 25, R.S., as amended, for the purpose of regulating the grain trade in 
Canada, and it provides inspection, weighing and other services to owners of grain. 


Revenues of the Board, included as Department of Trade and Commerce revenues, 
totalled $2,605,000 for the year ended March 31, 1960, as follows: inspection, $1,674,000; 
weighing, $851,000; and other revenues, $80,000. Expenditure paid from parliamentary 
appropriations during the year totalled $4 403,000, consisting of $3,817,000 for salaries 
and $586,000 for other operating expenses. The excess of expenditure over revenue was, 
therefore, $1,798,000. 


In 1951-52 there was an excess of revenue over expenditure paid from annual appro- 
priations of $108,000, and in 1952-53 there was a similar excess of $351,000. In 1953-54 
there was a comparatively small excess of expenditure over revenue of $188,000—but 
each year since then there has been an excess of expenditure over revenue of more than 


$1 million. 


We feel that further consideration should be given to the advisability of revising the 
tariff of fees payable for services rendered by the Board, with a view to closing the gap 
between the cost of the services and the fees charged. 


146. Canadian Government Elevators. The Canadian Government Elevators are 
operated by the Board of Grain Commissioners under the provisions of Section 166 of the 
Canada Grain Act and comprise five interior terminal elevators located at Moose Jaw, 
Saskatoon, Calgary, Edmonton, Lethbridge and two terminal elevators located at Port 
Arthur and Prince Rupert. 

- 

The following is a summary of the elevator operations for the year ended March 31, 
1960, as shown in the Operating Statement given in the Public Accounts, page AG-29: 


Revenue: 
BOSE Sy og x ek Seeded orcs meme anes at MNS yl ees cael nae $ 1,196,000 
Bei grrmbitity k,l ch Pace eek oe ee URE eee eR Cre fy ca ee 310,000 
BUR So oe eo Cina Se eRe nae a eae eee) oe 229,000 
Clean: oe Ai calcd aa ee We oP Cys OMe One iceuns Mare apna 101,000 
CPI, Dipck i ean: Penge lets ds ote 9 pated ore AN ater g Fao Oe 112,000 
— $ 1,948,000 4 
Expenditure: 
Sey Le GR ee i got Ee ee ee ee ae ee ee ee eee ra 804,000 
DAGRSEREE: 6. Ol ite oS ne Fe NES fn OR ee eer ees Oe 446,000 
8 Sn Se ya Oe RE a Me Oe ee eee ene eR. 303,000 
_- 1,553,000 
Operating rane). 2542. cans A as Fr A eo Le oe 395,000 


wud: Minstlilanenus : tavenue ts. 77602. BAAS ae 9,000 
b 


EG BETO i tea he ag SON ta ee eg UE foe the ae $ 404,000 


| 
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The net profit of $404,000 is without taking into consideration amortization of 
elevator construction costs, interest on the funds employed, ete. 


147. Operation of airports. Ninety-two airports were in operation by the Department 
of Transport at the close of the year under review. The capital investment in these facili- 
ties totalled $340,046,000, of which $44,454,000 was added during 1959-60. 


The following is a summary of the revenues for the year ended March 31, 1960 
recorded as departmental revenues: 


Aircraft landing fees: 


I ee ear lls oh ikea Wiwik'yo-ild wx nwnvad $ 1,804,000 
MRM SME rok hoe. wits. dhcisich oA didymiedmricedkl. yk oh 510,000 
SS OW ee ee ee 2,322,000 
erie settee tl. eats wets) ole Bane oe Fan 10,000 
en acener eaten eres $ 4,646,000 
Rentals: 
OS EE ESET Sy he Oe RAT Det Oe ee ee ee 211,000 
EES STEN ee oe 398,000 
ieee, MNOD GUC PATARG SPACE... eces css cc cece sca ccccuccecucn 612,000 
ee ee ees BERETS 417,000 
— 1,638,000 
Concessions: 
eons and War vadee oy cedure EE PPh TOD IRI 1,150,000 
ROIS SO nn rr 697,000 
SLES eee 1,847,000 
peemeerems BAUER Leica wile) ol). euntonam 886,000 
40 ln alll emt pete erin sell Seen eee aed $ 9,017,000 


Charges to the parliamentary appropriation for “Airports and Other Ground Services 


_—Operation and Maintenance” totalled $16,678,000 for the year. 


The excess of the expenditure (excluding new construction) on the operation of 
airways and airports over the revenues received, as thus reflected in the Department of 


Transport section of the Public Accounts, was therefore $7,661,000 for the year under 


review. But this was without recording charges for amortization of airport construction 


costs, interest on funds employed or other costs (including portions of expenditure 


charged to general Air Services appropriations) which would have to be taken into con- 
sideration if it were desired to determine the actual net cost of operating the facilities. 


148. In order that Parliament may gain a clear understanding of the true financial 
results of departmental operating activities, without disturbing the present basis of 


providing appropriations or of reporting expenditure charged thereto, consideration 
Should be given to the inclusion, in a separate section of the Public Accounts, of financial 


statements of the various activities designed to reflect the operating results in a clear and 
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concise manner. Such operating statements could be adjusted to an accrual basis and | 
would include charges (on a memorandum basis, in the case of non-cash charges) for 
amortization of building and equipment acquisition costs, interest on funds employed, 
services provided by other government departments, etc. A reconciliation could be pre- 
pared between the operating results reflected by each such statement and the cash results 
indicated by the related departmental revenues and charges to parliamentary appropria- 
tions. Balance sheets could then be prepared which, among other things, would indicate 
the value of the assets employed by the several activities at the year-end. If statements 
of this type were produced, the Auditor General would be prepared to examine and 


certify them. 


Apart from their interest to Parliament each year in the Public Accounts, prepara- 
tion of such statements annually would mean that they could be available at monthly or 
other short intervals, to the departmental managements responsible for the different 
operating activities, and as such they would be of considerable value to these manage- 
ments in their internal administration. This has already been demonstrated in the case 
of airport operations where bi-monthly statements (which include charges for deprecia- 
tion) are prepared on the accrual basis for administrative purposes throughout the year. 


Special Statutory Audits and Examinations 


149. In addition to the examinations of departmental accounts and the audits of the 
accounts of various Crown corporations, the following special audits and examinations 
were made by the Audit Office during the year in accordance with directions contained 
in various Statutes: Army Benevolent Fund, Canada Council, Exchange Fund Account, 
National Gallery of Canada, Public Printing and Stationery stores, The Queen 
Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children, Royal 
Canadian Mint stocks and Yukon Territorial Government. 


150. Army Benevolent Fund. The accounts of this Fund were examined for the year 
ended March 31, 1960 in accordance with the requirement of Section 11 of the Army 
Benevolent Fund Act, c.10, R.S., and the relative report was addressed to the Members 
of the Army Benevolent Fund Board constituted by the Act. The annual report of 
the Board is required to be laid before Parliament by the Minister of Veterans Affairs. 


The receipts of the Fund for the year ended March 31, 1960 amounted to $230,000, 
comprising $217,000 for interest on the balance on deposit with the Receiver General 
and $12,000 for interest on investments held for the Fund, together with approximately — 
$1,000 for sundry receipts. The expenditures totalled $548,000, consisting of $480,000 — 
of grants to or on behalf of World War II veterans and $68,000 for service and admin- 
istrative expenses. The last-mentioned amount was after applying a grant of $18,000 | 
from an appropriation of the Department of Veterans Affairs. 
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After absorbing the $318,000 excess of disbursements over receipts, the balance at 
credit of the Fund at the close of the year under review was $6,863,000. 


151. Canada Council. The accounts and financial transactions of the Canada Council 
were audited for the year ended March 31, 1960, and the relative report was addressed 
to the Council and to the Prime Minister in accordance with the direction contained 
in Section 22 of the Canada Council Act, ¢.3, 1957. The annual report of the Council, 


containing the audit report, is required to be laid before Parliament under Section 23 


of the Act. 


Income earned on investments held for the Endowment Fund amounted to 
$2,856,000 during the year under review. Expenditures totalled $2,929,000, comprising 
$2,512,000 for authorized grants and awards, $354,000 for administration, $34,000 for 
outlays made on behalf of the Canadian National Commission for UNESCO and $29,000 
for the Canada Council Train. After deducting the $73,000 excess of expenditures over 
income during the year from an opening balance of $570,000, there remained a surplus 


of $497,000 available at the year-end for expenditure under Section 16 of the Act. 


The following is a summary of the transactions relating to the University Capital 
Grants Fund for the year ended March 31, 1960: 


PMEPC PAC TAT) 11000 Be cee ee St Ee eee $ 42,433,000 
Add: 

impetesieenrmed™on mvestments’...').2... 0.000.005.0000 24 28. $ 1,967,000 
Less: Net loss on disposal of securities .................0.0000. 458,000 

oe - 1,509,000 

43,942,000 

Deduct: Authorized grants made under Section 9 of the Act ...... 9,344,000 

Balance at Pees ere rae Perret, Fee ee eye $ 34,598,000 


152. Exchange Fund Account. The accounts of the Exchange Fund for its financial 


/ year ended December 31, 1959, were examined pursuant to the requirement of Section 27 


of the Currency, Mint and Exchange Fund Act, ¢.315, R.S., and the relative report was 
addressed to the Minister of Finance in accordance with established practice. The 
Section requires that a special certificate be given annually to Parliament and, in 
accordance with that requirement, it is certified that the transactions in connection 


with the Account for the year ended December 31, 1959 have been in accordance with 
the provisions of the Act, and that the records showed truly and clearly the state of 
) . . . . 

‘the Account at the year-end. Section 26 of the Act requires that the Minister of Finance 


‘Teport annually to Parliament on the operations of the Account. 
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The following is a summary of the transactions of the Exchange Fund Account for 
its financial year ended December 31, 1959: 


Balance at January 1, 1959 ........... eee cece eee eens $ 2,010,125,000 
Deduct: 
Paid into the Consolidated Revenue Fund in respect of 1958 
SASTAVIE cb ti's aah ae eo Ne 4.024 Lon ee soins hes Rae $ 18,625,000 
Repayment of advances (net) .........--..0- cece e teers 47,500,000 
— 66,125,000 
1,944,000,000 
Add: 
Earnings on investments for the year ended December 31, 
1959 (to be paid into the Consolidated Revenue 
rom ) I An Seb gee ee ee hk ee ae as Bs ee eee 25,513,000 


Balance: at” December, 31; 1950 3.22.5. . verte sew ateed $ 1,969,513,000 


153. National Gallery of Canada. The accounts and financial statements of the 
Gallery for the year ended March 31, 1960 were examined in accordance with the 
requirement of Section 9 of the National Gallery Act, c.186, R.S. The annual report of 
the Board of Trustees, including the Auditor General’s report, is required to be laid 
before Parliament by the Minister of Citizenship and Immigration. 


The expenditures of the Gallery are largely met from annual parliamentary appro- 
priations provided for the purpose. However, there is provision in the Act for a Special 
Operating Account to which may be credited money received by the Board of Trustees 
by way of donation, bequest or revenue, and out of which expenditures may be made | 
additional to those paid from appropriations. There is also an account called the Nationz L 


for the purpose of acquiring works of art, and to which are charged expenditures for 
the acquisition of such works. 


The expenditures of the Gallery for the year under review totalled $751,000, o 
which $739,000 was provided from parliamentary appropriations, $10,000 from the 


These expenditures comprised $723,000 for operating expenses, $27,000 for purchases 
of works of art, and $1,000 for expenditures from trust funds. 


Stationery Act, c. 226, R.S., requires the Auditor General to “annually, or mor 
frequently at his discretion, cause the stock of stationery, printing materials and supplies 
in store, to be checked with the quantities purchased and supplied”. During the ye 
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under review, tests were made to establish that the controls exercised by the depart- 
ment with respect to stores were operating satisfactorily. In addition, we participated 
in the annual physical stocktaking made by departmental personnel. A report on the 
examination was addressed to the Secretary of State. 


The stocks of stationery, printing materials and supplies held by the department 
at March 31, 1960 amounted to $2,571,000, including: supplies, $711,000; typewriter and 
office machine parts, $109,000; and miscellaneous items, $29,000 (on charge to the 
Stationery Branch), and: paper, $470,000; work in process, $333,000; printing and 
maintenance supplies, $513,000; field unit stock, $343,000; and miscellaneous items, 
$63,000 (on charge to the Printing Branch). 


155. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases 
of Children. This Fund was established on July 8, 1959 by the Queen Elizabeth II 
Canadian Research Fund Act, ¢.33, 1959, and the accounts of the Fund were audited 
‘in accordance with Section 14 of the Act. Section 15 requires that the annual report 
of the Board of Trustees, including the Auditor General’s report, be laid before 
Parliament by the Prime Minister. 


As provided by Section 4 of the Act, a sum of $1,000,000 was paid into the Fund 
by the Minister of Finance. Interest earned on investments totalling $14,000 and gifts 
by the public amounting to $3,487 were received and credited to the Fund during the 
period ended March 31, 1960. After providing $29,000 for awards authorized under 

‘Section 3 of the Act, a balance of $988,000 remained at the credit of the Fund at 
March 31, 1960. 


156. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenues and expenditures are accordingly audited as 
part of the departmental revenues and expenditures. However, Section 20 of the Cur- 
-rency, Mint and Exchange Fund Act, ¢.315, R.S., requires that the Auditor General 
| * “at least once in each year inspect the store of bullion and coin at the Mint”. 
‘Such an inspection was made during the year under review and a report thereon is being 
“addressed to the Minister of Finance. 


The stocks of bullion and metals at cost, and coin at face value, held by the Mint 
at March 31, 1960 amounted to $11,503,000, comprising: gold, $4,393,000; silver, 
$6,622,000; nickel, $193,000; bronze, $290,000; and steel, $5,000. 


| 157. Yukon Territorial Government. The accounts relating to the receipt and 
expenditure of Yukon Territorial Funds and to expenditures from parliamentary appro- 
priations for the Territory were examined for the year ended March 31, 1960 in 
accordance with the requirement of Section 26 of the Yukon Act, ¢.53, 1952-53. An audit 
report is being addressed to the Commissioner in Council of the Yukon Territory, with a 
copy being forwarded to the Minister of Northern Affairs and National Resources, in 
accordance with established practice. 
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The revenues of the Yukon Territorial Government for the year ended March 31, 
1960 totalled $2,456,000, including: liquor profits, $808,000; tax revenue, $535,000; 
federal subsidies and grants, $458,000; school attendance fees, $194,000; and licence 
revenues, $171,000. Net expenditures, after offsetting recoveries, totalled $2,671,000, 
including: projects classed as “capital”, $902,000; education, $632,000; health and 
welfare, $343,000; roads, bridges and public works, $328,000; and municipal and town 
administration, $206,000. The excess of expenditures over revenues for the year was 
$215,000. Loans payable to the Government of Canada at March 31, 1960 amounted 
to $2,281,000, a decrease of $106,000 in the year. 


The past year has seen the retirement of two of my Audit Supervisors in the 
persons of Mr. B. R. King and Mr. W. H. Casselman. Mr. King joined the staff in 
1924 and retired on May 16, 1960 while Mr. Casselman retired on October 18, 1960 
after 45 years’ service. Throughout their long periods of service with the Audit Office 
they maintained excellent working relationships with the various departments and were 
held in high regard by all members of our staff. We wish them much happiness in their 
well earned retirement. 


In concluding this report, I would like to record my appreciation to all members 
of the staff of the Audit Office for their loyalty and devotion to duty during the past 
year, and in particular to Mr. Ian Stevenson, the Assistant Auditor General, and to 
my Audit Supervisors, Mr. B. A. Millar, Mr. G. R. Long, Mr. A. B. Stokes, Mr. 
D. A. Smith and Mr. J. R. Douglas. 


A. M. HENDERSON, 
Auditor General of Canada. 


November 14, 1960. 
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EXPENDITURE 


PRM MMEEOTO. 00s G5 ais So ten eee en oR Tee RICA oe we Bie NUE Tee Ode elirade be kad ee 
SURREAL OUI ay sn Ses tla aires ea ot a che, TIM: Sark ae ea rea do Map Ee rece ers ena 
ANTES BUA HE AC TOIOT ING Hh CULELOGES Serre che rd Vat eee eRe es ee hia eS Se ee etal noe See 
PORTE Cl ES ROGIGEE, CROW ERIN oa soe re I re GA Ua a i aerator ye ee weet Soe 
Ceres sareccaitans Sor prnbell. 8 eco oe ee oe ose Wa ON CERN LSE Bes a ict anes SE ee 
Cee TApOLORG! CIITIGEP ce caine Cates ho oii ca a ete wa ere eee eee vie oe cr ET ST cee 
CFaSS UTNE Sisics TPMT EIN ods, Sinks. ne a rn or bd doe Dee OR Ua RL ne 
CPP PONV IGG. OMINTISSTION. . notes Sole oe ea Ree, BAR ee, Ce as sre ne Ce eee 
RIGS GEsE POCUOTIONS ix as cee We a tea tect US se a eee oe OI ee, aes ae: he ee 
Pe IAS LTE ELUP Ss 8, Soin Oran Stun dit a tes Mn hie re Lee Oona brit oe eae 


Finance— 


Fae Gea CHIPAG eas cs ee ceo wh a wae veunee Se ers kt, oe ee eee Tee 
Tax-sharing, subsidy and other payments to provinces. .......... 0.0000... c cece eee eee 


Other expenditure....... 


National Defence— 


ee ge OGL pp i ee ae eh ee 


Canadian Army 


Se eee ie ae) CNR) MOLE LORS) Wiel wpe. e Ww, Wi Ws OMe ce ee Ke. We; osles eee 


National Film Board 
er eS Se oo eine go wet ieee oe 


National Health and Welfare— 
Family allowances 
Other expenditure 


PE ae OSU re le Fe Spe) wes a ey, oh mle de WR Se telore). ene ee ee 


National Research Council 
RS TARE i SP PR Ne) aust ie swe Oe eG tee as 
Northern Affairs and National Resources 

Post. Ofies......:2... Pe dt ee 


WER SRO e CO Se We whe SSL eee ele «6a oo 


OS SEES CM hs S Ua eee te eet a a as ba ch Bee a erlg Nei Bian 


WAR ie wale, Ge Sele elie, Oe ae a wa) Ae Re: Ye 


£0 Sk 61806 2 he & ee ae hie wk 


Royal Canadian Mounted Police 
Secretary of State 


aa oe a ee Oe eh eat kM kde es Sa 
BSR SIE SR RR. Gel Ee eo at ah Bie ES oe ae CCR, ie Oe a: 


NOOR 00 arx'u§ Ano ot a oe 


29S Ea Re Re we Pie e an te 6 Teena et Who ia an eee ae aoe 


Tetal expenditure «2.562. 0d. .cc elec. 
Budgetary surplus or deficit (—) 


Nore—At the be 
ls presented. 


H. R. BALLS, 
Comptroller of the Treasury. 


(The statements referred to in the footnotes are to be found at pages 4 to 11 of Part II 


SO A ERNE SO eR a Tes ie) © 8s Beale Sele Wl akb 6m) o 8 sd OaRion PAIS a ie cel QRh) aoe vis my eae me Raia toes: cate) Sa anes T es 


REE STS SRS SS EE eRe) YEN as fe “Sy Bn) tae ae be ve TW a, Mle bo) Wheel emerald ke ehA S| Be \ere le ta eee Oe Hee Wairoa See eme eats 


Se 6 6 Gm is Pe alin Leen ’s, w imcaly, (a Ja ltaile’. amcarinte Genie! 5 Lt ae 


BES SS LSPS ea ISLE ODS \W, BATS TSG reyes) e. a aun iw tye isi ieiga € Yait= tr ndsy Wh Mier aca: (sete eee sel Ver Soeuaed te hay ce trae eh ey eines 


Re Rr hse te MMe ise op a) ee ei io wel eine) mite a) aca ta ais Cc ep 


PUNT leis) & Jara A 6 ais) & i abe te wi Reig, gi tel (Pyater a ie inriten Pea eh ee 


oe CS 6 ee FO Ge Re a Re oie eae ee lere te 


of the Public Accounts.) 


THE GOVERNMENT 


STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 


Fiscal year ended 
March 381, 1959 


$ 165,841, 962 


March 31, 1960 


$ 181,389,595 
30, 114, 125 
866, 879 

218, 652 

63, 945, 994 
259, 599 

54, 916, 725 

3, 654, 664 
17,600, 214 
96,895, 469 


783,462,191 
518, 900, 813 
117,792, 124 
1,420, 155,128 


19, 880, 914 
421,083 

1, 237, 533 
27, 845, 868 


255, 835, 374 
400, 818, 599 
728,442,093 
39, 183, 489 
90,624,777 
1,514, 904, 332 


4,555,417 
739, 148 


491,214, 359 
327, 156, 553 
818,370,912 


31,501, 387 
68, 696, 069 
81,111,576 
165, 792, 340 
1,417,903 


217,876,413 
52,444, 264 
4,655, 356 
67,442,840 
296, 446, 971 


149, 656, 053 
138, 648, 826 
288, 304, 879 


5, 702, 861, 053 


—413,109, 844 


5, 289, 751, 209 
ginning of Part II a summarized statement of expenditure by standard objects and departments for 1959-6 


K. W. TAYLOR, 
Deputy Minister of Financ 


26, 136,051 


46,833 
62,017,601 
3°91" 193 


13, 843, 622 
75,486, 493 


648 , 026, 486 
467, 006, 053 
113, 172, 742, 
1,228, 205, 281 


17,506,475 
412,469 


7, 626, 868 
43,788, 537 


235, 520, 514 
393,191,901 
637, 526, 704 
74, 359, 663 
84, 141, 977 
1,424,740, 759 


4,258,905 
646,43 


474,787,068 — 
398, 130,073 
872,917,141 


25,405, 644 
68, 787, 837 
65, 176, 83% 


‘ 


65, 636, 032 
288 , 837, 764 


150, 725, 904 
138, 058, 320 
288, 784, 22: 


5,364, 039, 533 
~ 6097316, 844 


4,754, 722, 688 


apne 
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APPENDIX 1 


(Auditor General’s Report) 


OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1960 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1960 March 31, 1959 
Tax revenues— 
Income tax— 
Personal) eee SMe Se aaa ee eee ee ee cox, as ov: We psikla Seem & wc Bieiare gx Oba $1, 566, 643, 704 $1,353,499, 314 
Corporation®..... 02... .....0. GS I en incl eel RL. 1, 142,879,702 1,020,550, 164 
ipa Givicends, inieress, etc., Pong AbFGHAI), ..... )... 6. . cee ee cece ee ce veces occlls 73,353, 360 61, 213, 291 
Excise taxes— 
ee PR RR Leck Je path. Sees Hee eee. OS, SOMO e, rete th, ald thedeye 732, 658, 330 694,490, 787 
RN Pe Ti NTN cians SGA Wb ches x ea RE Rohe ad ne cd eee bccdeccdeack buunc 286, 567, 808 240, 623, 778 
enue. Maree ea tc, SA hee, Se, 5. ew... put oe 525, 722, 158 486, 508,581 
ee ee Se ae el 335, 207, 406 316, 744, 269 
Nt OE ID AAT PEP UUU EUs 5 iis cies ok obs ones ov Re ee ee Joiervs hc 88, 430,705 72,535, 140 
IN SNES aC ESAT NTT 6 e's boe-cis ince «A via als » vin sR. tee. Leh ee seu. be 18,180 22, 602 
HLS SP UNI Ls, <5 SIND). Sno oie A ER TE AR, LS les 858, 585 1,190, 600 
4,752, 339, 938 4,247,878, 526 
_ Non-tax revenues— 
| a TU ECRESE e e e go  nccn disc hw 6 doce! me's Gs 6 hk Sow cde ek nas 239, 653, 687 221, 203, 583 
ORGS TTA TOW RINGS ois au <P FON. cada ves oo BT en Ee, Se Pe 167, 562, 354 157, 540, 804 
Dane Wemvanne womte ‘erpentiture cf) 90 frets. ec. oh ooo bd oe cbc cehnceccceccediden 40, 630, 026 37, 663,439 
ere OM a eer eee. aC hae ie Te ie Oy. «ac « mgd Geos eyulOana em cet 31, 298, 623 27,195, 002 
RN ee ee te cic aos cee EE 21,891, 546 23,521,331 
enn aR T VIN iewl ci. S05 HP. EE Shc 5 os ith omg aes dw occ cas o's 24, 969, 835 27,883,455 
Ns castlen org aie taba ign. eee» be ee SE ew 5,429,778 4,454,630 
RR RR EES SOOT Sis ss. ars cata s Sie ee eee, TENS LO LTO N ies St 1,017,858 
CR ee Ve ee hdlie cilaln cov va « et nee 5,975,422 6, 864, 061 
687,411,271 507, 344, 163 
_ Excluding tax credited to the old age security fund— 
1959-60 1958-59 
| Personal income tax.... 185,550,000 146, 350, 000 
Corporation income tax. 91,336,000 55, 328, 000 
ae ae Bae 270, 000, 055 173, 622, 697 
2) Includes Succession Duties. 
; 
| 
a ee 9 ae ee a ee ee rare To 5, 289, 751, 209 4,754, 722,689 


Norse—At the beginning of Part II a summarized statement of revenue by main classifications and departments for 1959-60 


is presented. ; 
Auditor General’s Certificate 


The above statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
obtained all the information and explanations that I have required, and I certify that the statement is in agreement with the 
accounts maintained by the Department of Finance, and is, in my opinion, correct, subject to the comments in my report to 
the House of Commons. 

A. M. HENDERSON, 
Auditor General. 


or 


6. 


13. 


14. 
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ASSETS 


. Current assets— 


(a) Cash, schedule A, page 102.............----. 20 eee eee ‘ee: 
(b) Departmental working capital advances and revolving 
funds, schedule B, page 102............-.-.-.-0eeeeees 
(c) Securities held for the securities investment account, at 
SNS TR EMRE RT oe rs ise Dara eele us ecw eines wists 8 
(d) Other current assets, schedule C, page 103................. 


Advances to the exchange fund account (value of investments 
from advances on basis of closing exchange rates: March 
31, 1960, $1,746,305,383; March 31, 1959, $1,798,268,160)..... 


Sinking fund and other investments held for retirement of 
unmatured debt, schedule D, page 108.................... 


Loans to, and investments in, Crown corporations, schedule E, 
ars FOE 2 Oh eet ee hia ee el wn ee eee eid EO eee epenns 


Loans to national governments, schedule F, page 105............ 


Other loans and investments, schedule G, page 105— 

(a) Subscriptions to capital of, and working capital advances 
and loans to, international organizations................ 

(6) Loans to provincial governments. ......66 65.2 ...e..eseasse- 

(c) Veterans land act advances (less reserve for conditional 
Ri TIOG Ds. c.cc eee es ks iy dedicat x cohen Site ee aeneat 

OAR AOE TIS PRINCE OU) Wo MOM tae Schl ye rid Goin, ha lnugraketacoanist 


. Securities held in trust, schedule H, page 107.................... 


. Deferred charges— 


Unamortized loan flotation costs, appendix No.7, page 130...... 


. Unamortized portion of actuarial deficiencies— 


Canadian forces superannuation account................... 
Public service superannuation account..................... 


. Suspense accounts, schedule I, page 108........................ 
sete IC CUS GE nM on ee eee ls cS gt RSs crow yc onteu te 


. Inactive loans and investments, schedule J, page 108........... 


ROT AT CA SR RM Eh pene. 2 ete ft) RNR Ard AE Orch ee A 


Net debt, represented by excess of liabilities over assets, 
peinectale IS, pee 408 2 Sct. a ec nals s Soe ceied Phas: 


H. R. BALLS, 


Comptroller of the Treasury. 


(The schedules referred to in the above Statement are to be found in the Public Accounts 


March 31, 1960 


565,436, 461 
196, 010, 004 
77, 862, 926 


22,837,203 
862,146,594 


1, 960, 000, 000 


85, 272, 230 


3,446, 661, 546 
1,414, 527, 922 


605, 174, 878 
90, 396, 788 


151, 626, 032 
87,273, 714 


934,471, 412 
30, 611, 723 


150, 993, 027 


326, 300, 000 
139, 000, 000 
466 , 300, 000 
303, 300 

1 


93,539, 317 


9,443, 557, 072 


— 546, 384, 065 


8,897, 173,007 


12,089, 194, 003 
20, 986, 367,010 


at the pages indicated.) 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 


(with comparative figures — 


March 31, 1959 


$ 


640,459, 071 
151, 982, 104 
98 , 030, 754 


20,471,784 
910,948,713 


1, 995, 000, 000 


83, 214, 185 


3,271, 060, 958 
1, 448, 960, 511 


369, 916,415 
96, 338, 853 


151,000, 010 
65, 800, 331 


683,055,609 
20, 742, 062 


147,430,776 


326, 300, 000 
139, 000, 000 
465, 300, 000 
2,465 

1 


92,215, 718 


9,117,925, 998 


— 546, 384, 065 


8,571, 541, 933 


11, 678, 389, 860 


20, 249, 931, 793 


aNa@=0—00 0—_—oOownm—XooOouououououou0mqmm 


_ Nore—The increase in net debt of $410,804,143 reflects the budgetary deficit of $413,109,844 less an adjustment of $2,305,701 
in respect of prior years’ transactions. 


Net increase 


or decrease (—) 


$ 


during 1959-60 


—75, 022, 610 
44,027,900 
— 20, 167, 828 


2,365, 419 
— 48,797,119 


—35, 000, 000 
2,058,045 — 


175, 600, 588 
— 34, 432, 589 


235, 258, 463 
—5, 942, 065 


626, 022 
21,473, 383 
251, 416, 803 
9, 869, 661 


3, 562, 251 


oe @W 2 @)e olen 


1,323, 599 


325, 631, 074 


325, 631, 074 


410, 804, 143 


736, 435, 217 


KW. TAS LOS 
Deputy Minister of Finance, | 
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APPENDIX 2 
(Auditor General’s Report) 


OF CANADA 


LIABILITIES AS AT MARCH 31, 1960 
as at March 31, 1959) 


LIABILITIES 


Net increase 
or decrease (—) 
March 31, 1960 March 31, 1959 during 1959-60 


15. Current and demand liabilities, schedule L, page 109— 


ia) Outstanding treasury cheques....................0..000065 $ 228,768,468 $ 247, 305, 080 $ —18,536,612 
(b) Accounts payable (that portion paid in April of the next 
a Ege 2 Bae ee ee a eee 245, 099, 099 256, 401, 698 —11, 302,599 


(c) Non-interest bearing notes payable to the international 
monetary fund and the international bank for recon- 


mrmiion Bod Oevelopment:.......00). 205.0... 381, 828, 500 205, 828, 500 176, 000, 000 
a BREEN S101 OUCORAIMIING on ca. os ss vet were gis ets we secs 20, 067, 997 28, 743, 983 —8, 675, 986 
©). Interest due and outstanding:..................0.0..e0-05- 57,690, 734 56, 214, 613 1,476, 121 
ee en a OS ee i a 137, 622,473 124, 892, 689 12,729, 784 
ether current diabilities. cccnis os... bee aps w oars ss aenes 27,979, 624 33,173, 039 —5, 193,415 
1,099,056, 895 952,559,602 146, 497, 293 
16. Deposit and trust accounts, schedule M, page 110.............. 242,673, 334 237,917,457 4,755,877 
| 17. Annuity, insurance and pension accounts, schedule N, page 113. . 3,565, 375, 649 3,301, 861, 032 263,514,617 
18. Undisbursed balances of appropriations to special accounts, 
CT a IS Dae es | keeway en ee eke ews 96,619, 964 83, 386, 633 13, 233,331 
19. Deferred credits, schedule P, page 113......................... 83, 961, 190 81,429, 095 2,532,095 
20. Suspense accounts, schedule Q, page 114....................... 8,528,175 18, 664,471 —10, 136, 296 
21. Unmatured debt, schedule R, page 115— 
eer ee I osha seh ocde news 13, 765, 151, 803 13,979, 113, 503 — 213,961, 700 
ESO Ss! i ne eo a 2,125,000, 000 1,595, 000, 000 530, 000, 000 
15, 890, 151, 803 15,574,113, 503 316,038,300 
f 
| 
tent, MAME Eee 2 Ie ee I IW EE ow cline 20, 986, 367,010 20, 249, 931, 793 736,435,217 


Nore—Indirect or contingent liabilities consisting of securities guaranteed by, or other guarantees given by the Govern- 
ment of Canada, are listed on page 117. ; 
Auditor General’s Certificate 


The above statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
»btained all the information and explanations that I have required, and I certify that the statement is in agreement with the 
counts maintained by the Department of Finance, and is, in my opinion, correct, subject to the comments in my report to 
the House of Commons. 
| A. M. HENDERSON, 
| Auditor General. 
| 
. 
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APPENDIX 3 
(Auditor General’s Report) 
SUMMARY OF APPROPRIATIONS, EXPENDITURE AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE YEAR ENDED MARCH 31, 1960 
Unexpended Balances 
Section Department Appropriations | Expenditure curraciel 
Lapsed Forward 
$ $ $ $ 

A ARSE ATOR Siac Ge dd edt ew a v's ¥ Pn he aR Re en a2 192,087,514 181,389, 595 10, 697,919 
B ACC SEe SION ek as ie ged ewtccin erie eh eentaats 32,092,300 30,114,125 1,978,175 
C Auditor Asoneral's GUnGe 3) oak eke ce fs See 883, 502 866, 879 16, 623 
D Board of Broadcast Governors..............eeeeeeees 223,889 218, 652 D, Zoe 
E Canadian Broadcasting Corporation. ...............5: 69, 641,975 63, 945, 994 5,695,981 
F Office of the Chief Electoral Officer.................. 265, 599 259,599 6,000 
G Citizenship aint Tmianigration ..1265se yt ses ecshe Hk 57,663,579 54, 916, 725 2,746, 854 
H CVI DOLryICe OOMINISSION «ce nee eer aoe ee 3,765,961 3, 654, 664 111,297 
I RARIEHOR: FROME hn 5x5 dh ten Petes vee enn emis 23,888,095 17, 600, 214 6, 287,881 

J TUSURIDAL ATR oe fon a rads a ke ee be ace lak eee ek 112,196, 264 96,895, 469 14, 810, 698 490,097 
K PREG ae odbc cos oa ee i Sk Se Kies dare ee 1,433,876,465 | 1,420,155,128 13; 721,337 
L ESERIES CN ot es Mae ee Ee ee ats we ee 21,645, 789 19,880,914 1,764,875 
M Governor General and Lieutenant-Governors......... 437,015 421,083 15,932 
N LUQURRTGR COs ace teh eee fala ou oe Lee wean 1, 283,703 L23h000 46,170 
O SUBEIOR Sie alch ai tenes aie ea ane ee Cees 8, 252, 620 8,126, 216 126, 404 
O Office of the Commissioner of Penitentiaries........ 20,868, 484 19,719, 652 1, 148, 832 

P RMAMRUT, 0 ory ee Bae Fuses ig Cre ee OR wok canta ee 128, 094,306 102, 885, 123 10,583,818 | 14,625,365 
Q LUE EEC tee ak ack 4d ow cis wae eed 6 we eal 7,781,304 7,669, 237 112,067 
R Mines and ‘Techitical Surveys: «< ideiec ices cs cesneconk 57,341, 868 54,432, 381 2,909,487 
S PR GLORE Peers | pacnrak eh sc, cco eked cea Teas v eset 1, 680,183,608 | 1,514,904,332 | 165,279,276 
© National Mii Baars os hae eR ek ee 4,555, 736 4,555,417 319 
U National ‘Gatlery of Canada..... 2... <0. Uoeces ences 914, 640 739, 148 175,492 
V Wational Health and Welfare... ...¢6i56.2 esse eeknn. 824, 652, 626 818,370,912 6,281,714 
W Natiosal Hagearit Counent 6 v5 cin ails, ly se Maen 31, 733, 580 31, 501,387 232,193 
x Netiniitls rR ee a ease tert es ond tka & 72,612,972 68, 696, 069 3,916,903 
ps Northern Affairs and National Resources............ 89,998, 683 81,111,576 8,887,107 
Z Ph. (ERC pot ea ir i eer ie cen Bos se 168,709,995 165, 792, 340 2,917,655 
AA EUAN F CANCE orate pt eee eee) eee 1, 628, 143 1,417,903 210, 240 
AB Public Archives and National Library............... 771,149 745,329 25,820 
AC Public Printing and Stationery....................... 3,535, 946 3,466, 734 69, 212 
AD abe Worn. bieu eee on hl eta eR Mehae cate 239, 748,745 217,876,413 21,872,332 
AE Royal Canadian Mounted Police..................... 54, 508, 381 52,444, 264 2,064,117 
AF Boerchary Gf Gtates 2st. aoc eke ew 4,737,852 4,655,356 82,496 
AG ARMAS BS MOORING GS so vhs ds doe. hak ee 68, 546, 822 67,442,840 1,103,982 
AH SP PRMNIOS ES 5 04 ccs nate areal seterind eee are Taka De 317, 267,346 287, 768, 882 29,498, 464 
AH Canadian Maritime Commission................... 6,856, 842 6,724, 748 132,094 
AH National Harbours Board.......................... 4,222,464 1,953,341 2,269,123 
AI Veterans Affairayias id... HAL ee 298, 560,310 288 , 304, 879 10, 255,431 

6,046,036,072 | 5,702,861,053 | 328,059,557 | 15,115,465 


“ Available for expenditure in 1960-61. 


The accounts relating to the expenditures which are includ 
and, subject to the comments in my report to the House of Co 


Auditor General’s Certificate 


Administration Act, I certify that, in my opinion, the statement is correct. 


(The sections referred to in the above Summary are to be found in the Public Accounts.) 


H. R. BALLS, 


Comptroller of the Treasury. 


ed in the above statement have been examined under my directio 
mmons, made in accordance with the provisions of the Finance’ 


A. M. HENDERSON, 
Auditor General. 
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APPENDIX 4 
(Auditor General’s Report) 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 


FOR THE YEAR ENDED MARCH 31, 1960 


WITH COMPARATIVE FIGURES FOR THE PRECEDING FISCAL YEAR 


(in millions of dollars) 


WANA) WRIA AON OLS WARES. 0.05505 5051 kk eo chance dn use. 
ho he SO RSRIE CT et ek it 9 en 


Publication of departmental reports and other material......... 
Exhibits, advertising, films, broadcasting and GIspIayS 3. 65 )5. + 
Office stationery, supplies, equipment and farhishings: .....%s'...': 
Materials and supplies.................. 
Buildings and works, including land— 
(Constrimstion or acquisition.........2....0csecsesesecccvece. 
Pumper meme VTC so es ks ake cok 
oe tae eae mea tetas Se ee er 
Equipment— 
CAmIserectiOn OF ACCUININION.........-.5<..0.05-secaceccesucs 
Cs cg OE 6 Da an Sr ee 
Ee EP EEE. bE ed, Re ee 
Municipal or public utility services..............0.0-ecceeceeee. 
Contributions, grants, subsidies, etc. not included elsewhere..... 
Pensions, superannuation and other benefits..................... 
All other expenditures (other than special categories)........... 
ene CY ISA TAAL EEL 0G. oo eh ess eecc Seve voce cveevee 
Subsidies and special payments to the Provinces................ 
Dairy Biuswances Pay Mente. .2...5 56. c bcc ce cs ncsccccseccceee 
Old age assistance, blind persons and disabled persons allowances 
and unemployment assistance.................cccceeecceess 
Veterans’ disability pensions, etc.....................0.0cece ees 
Other payments to veterans and dependents.................... 
Government’s contribution to the Unemployment Insurance 


Hospital insurance and general health grants.......... 
Trans-Canada highway contributions.................0..0.e00-. 


Movement of mail by land, air and water......................5. 
Deficits—Government-owned enterprises.................0-00-. 


MINOURA SEAEING FINN oso siicge x:d 0p empsnew womiacv aid anime » om ae 


RON ES Es hv ds ceidnccvcastussaveses 


1959-60 


$ §=6. 710. 


$ 5,744. 


$ 5,702. 


me ww oO I 


9 


Increase or 


58-59 
es Decrease (—) 


$ 693.9 $ 16.5 


if. 3.0 
491.2 6.9 
93.1 rank 
58.2 3,9 
11,9 7 
5.7 0 
16.8 oY 
7.8 8 
11.8 0 
19.4 2.8 
180.6 — 18,1 
330.4 14.2 
50.6 ee 
16.1 — 2 
472.2* —136.3 
158.5 4.0 
4.2 9 
45.0 3.5 
462.2 17.4 
105.7 4.0 
250.5 —183.6 
648.0 135.5 
467.0 51.9 
474.8 16.4 
73.7 17.1 
150.7 — I 
67.4 2.8 
37.1 8.6 
100.6 96.0 
51.1 2.2 
55.6 3.7 
60.7 ~- 8.6 


$ 5,683.6 $ 60.8 
319.6* —278.1 


$ 5,364.0 $ 338.9 


*For comparative purposes, the $212 million of defence equipment which was charged to the National 
Defence Equipment Account in 1958-59 is included in the $472.2 million shown for construction or acquisition 
of equipment in that year, a corresponding increase being made in the amount shown for ‘‘expenditure 


recovered’’, 
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SUMMARY OF REVENUE BY DEPARTMENTS FOR THE YEAR ENDED MARCH 31, 1960 
eo 


Non-Tax 
Section Department Tax Revenue Revenue 
tain ie i call aaa ia $ $ 
A Pe tt crt) eR eld a Ma ok ao rn eed cree ee Ca ie 4,589,467 
B hbeveisae BONEN Go ck oa yas cee oe ok ie Anis Ow BR MRS SND. RAD Few anes enero eae 217,890 
C Andites Coneral’s ORG. Sin oc os cies bo 04 bole weer espe hae Ses Ae © he Raia 4,719 
D Board of Broadenat Governors.. o... «6c. ccc d ree eee ben eae fee de eee Be 1,119 
E Canadian Broadcasting Corporation...............05 0c cece ee eet fe eee eee e eee e es 3,324, 062 
F Office of the Chief Electoral Officer. .............. 6. cece cbse ee fe cree teen eres 400 
G Citizenship and Immigration.............0.- 0. c ence rece nee [een etn teen eee: 1,565, 281 
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Comptroller of the Treasury. 


Auditor General’s Certificate 


The accounts relating to the revenues which are included in the above statement have been examined under my direction — 
and, subject to the comments in my report to the House of Commons, made in accordance with the provisions of the Financial — 


Administration Act, I certify that, in my opinion, the statement is correct. 


A. M. HENDERSON, 


APPENDIX 5 
(Auditor General’s Report) 


Auditor General. 


(The sections referred to in the above Summary are to be found in the Public Accounts.) 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act. 


2. In accordance with the requirement of section 70 of the Act, a report is now made 
to the House of Commons on the results of the audit examinations for the year ended 
March 31, 1961. Section 70 reads: 


“The Auditor General shall report annually to the House of Commons the results 
of his examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive 
any money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner 
not authorized by Parliament, 
(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons.” 


3. The Statement of Expenditure and Revenue for the year ended March 31, 1961 
and the Statement of Assets and Liabilities as at that date, prepared by the Department 
of Finance for inclusion in the Public Accounts, have been examined and certified by 
me as required by section 69 of the Financial Administration Act, subject to my com- 
ments in this report. Copies of these financial statements are attached hereto as Appen- 
dices 1 and 2, respectively. The Summary of Appropriations, Expenditure and Unex- 
pended Balances, by Departments, and the Summary of Revenue, by Main Classifications 
and Departments, as included in the Public Accounts, have also been examined and 
certified, and copies are attached as Appendices 3 and 4, respectively. 


4. The report contains explanatory notes in paragraphs 29 to 45 regarding the major 
changes between the 1960-61 and 1959-60 expenditures. There is also submitted, as 
Appendix 5, a Summary of Expenditure by Standard Objects for the year ended March 

31, 1961, with comparable figures for the preceding fiscal year. 


5. It will be noted from the Summary of Expenditure by Standard Objects (Appen- 
dix 5) that the three largest items of expenditure continue to be civil salaries and 
Wages, interest on the public debt, and subsidies and special payments to the provinces. 
Together they totalled $2,118 million and represented over one-third of the net total 
expenditure for the year. Two of these items, namely, interest on the public debt and 
subsidies and special payments to the provinces, are the subject of detailed statements 
in the Public Accounts, and a summarized listing is given in this report (Appendix 6) 
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showing the numbers of employees authorized for the public service by departments, 
Crown corporations and other instrumentalities at the close of the fiscal year under 
review, in comparison with the numbers at the close of the preceding year, prepared 
on the basis explained in the footnotes to the appendix. 


Scope of the Audit 


6. Our examinations of the departmental accounts for the year ended March 31, 
1961 were made in conformity with section 67 of the Financial Administration Act, 
which reads: 


“The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 

(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are suf- 
ficient to safeguard and control public property.” 


7. During the year the Audit Office has continued the comprehensive audit ap- 
proach outlined in my report to the House of Commons last year. The examinations 
were conducted on a test basis in accordance with past practice, the extent of the tests 
varying according to the nature of the transactions and the effectiveness of the internal 
control. They were made in accordance with generally accepted auditing standards and 
included a general review of the accounting procedures and system of internal control 
together with such tests of the accounting records and other supporting evidence as 
were considered necessary in the circumstances. 

The attention of responsible administrative and accounting officers was directed 
to transactions which, in the Audit Office view, were not in harmony with annual par- 
liamentary appropriations or continuing statutory financial directions, or which lacked 
conformity with Executive orders or regulations. 

Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those listed in paragraph 121, whose 
accounts were examined by other auditors. 


8. The accounts relating to the receipts and disbursements of the Audit Office 
were examined by an officer of the public service nominated for the purpose by the 
Treasury Board, as required by section 75 of the Financial Administration Act. 


| 9. During the course of their work, members of the staff of the Audit Office weré 
given full access to all vouchers, records and files of the various departments, Crow! 
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corporations and other agencies. In addition, they were readily provided with all sup- 
plementary information and explanations required. I take pleasure in expressing my 
appreciation for the co-operation thus extended by departmental and Treasury officers 
and by the administrative and accounting officers of Crown corporations and other 
agencies. 


10. The Audit Office has addressed detailed reports to the executive boards of 
Crown corporations and other agencies covering the results of its examinations during 
the past year. These reports outline the scope of the audit, give a broad summary of 
the results of operations for the financial year in comparison with previous years, and 
make comments and offer suggestions regarding weaknesses in internal control and 
other matters noted during the course of the audit. It is the intention to extend the 
issuance of detailed reports in due course to the heads of departments. 


Internal Financial Control 


11. There are three basic requirements for an effective system of internal financial 
control in any organization, namely, accurate costs, effective periodic financial state- 
ments and appropriate provision for internal auditing. On the matter of accurate costs, 
I referred in my report last year to the fact that under existing governmental practice 
the appropriations for each department provide only for the cash estimated to be required 
during the fiscal year to discharge the direct costs of the department. They do not 
ordinarily provide for charges paid for its account by other departments. I expressed 
the hope that early consideration would be given to remedying the resultant anomalies 
and inconsistencies in order that the accounts relating to parliamentary appropriations 
may more accurately record the expenditures incurred for the various services. 

This situation was discussed by the Public Accounts Committee early this year 
and consideration has been given to the problem by the Department of Finance with 
the result that the annual costs of certain major common services have been estimated 
and, according to my understanding, will be shown in memorandum form for the first 
time in the Main Estimates for 1962-63. I am hopeful that this beginning will in due 
course lead to the provision for all significant cost factors in the individual appropria- 
tions, and to the inclusion of the actual costs in the accounts of the responsible depart- 
ments. 


| 12. Effective periodic financial statements are essential to the study and control of 
costs. This point was stressed in my report last year because government departments 
and many of the Crown corporations and other agencies do not possess the profit 
ineentive to control costs that exists in private enterprise, and must therefore develop 
their own efficiency yardsticks against which to measure their costs. 

The Crown corporations keep their books along commercial lines and generally 
follow commercial practices in preparing their annual financial statements. Many of 
them also make good use of effective monthly or other periodic statements in the control 
of their costs and in the development of cost consciousness. In this way actual revenues 
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and expenditures are compared against either budget projections based upon known — 


or anticipated income, or actual performance in a comparable prior period, or both. 
While determination of effective efficiency yardsticks for such comparisons may be 
difficult in some expenditure areas, I believe that wider adoption of this simple compar- 
ison technique by departments and other agencies would result in bringing expenditures 
under closer scrutiny, thereby bringing about a more effective administrative control of 
costs. 


13. Internal auditing is a method of providing for independent examinations within 
an agency, and functions by reviewing, appraising and reporting to management on the 
effectiveness of other controls. Consequently, the external auditor is at all times concerned 
with the competence and scope of internal auditing work that he finds being carried 
out in the agency. While many of the larger departments and Crown corporations 
maintain their own internal audit staffs, a number have not taken steps along these 
lines even where the circumstances appear to justify it. 

We are continuing to give this matter close attention, including the question of 
cost audits of expenditure incurred under contracts entered into by the Department 
of Defence Production. While we understand that efforts are being made to bring these 
audits up to date, the backlog has reached proportions which are of concern to the 
Department and to the suppliers involved. 


The Public Accounts 


14. I stated in my report last year that as the Public Accounts constitutes in effect 
Canada’s annual financial report to its shareholders—the general public—it should 
conform to the highest standards of financial reporting in the country and be presented 
in a clear and concise manner without being encumbered with unnecessary detail. 

Attention was given to this problem by the Public Accounts Committee, which, 
in its Second Report, 1961, recommended, among other things, that Volume I of the 
Public Accounts be divided into two volumes in future, the first to contain mainly the 
summary report and financial statements and the second mainly details of expenditures 
and revenues. 


Form of the Estimates 


15. In my report last year I recommended that consideration be given to the form 
of Estimates presentation with a view to providing more meaningful information, and I 
listed four examples of improvements which I felt illustrated the point. The form of the 
annual Estimates is important from the accounting point of view because it determines 
in large measure the manner in which the subsequent accounting for expenditures is 


maintained and reported in the Public Accounts. This in turn is important to the » 


Auditor General because of his responsibilities to Parliament. 


A memorandum prepared by the staff of the Treasury Board and placed before the © 


Public Accounts Committee on April 19, 1961 set forth several possible improvements 


A 


| 


) 


| 


) 
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which might be made in future presentations of the Estimates. These were considered 
by the Public Accounts Committee and, in its Fourth Report, it indicated its approval 
of certain of the suggested improvements. The Committee recognized that there are 
other possible changes in the form of the Estimates, some of them of a fundamental 
nature, and recommended that these be considered early in the new year. 


16. Expenditures of public funds at the level at which they exist today are of 
such importance to the Canadian economy that it is essential that the Estimates be 
presented to Parliament in the clearest and simplest manner possible. I do not believe 
the same case can be made for eliminating detailed information from the Estimates 
as from the Public Accounts. It seems to me essential to have what might be described 
as a maximum of information, well set out, having to do with the proposed spending. 
The making of more information available might well be of great assistance to Parlia- 
ment: for example, the inclusion of the operating and capital budgets of Crown 
corporations and other agencies. 


Crown Corporations 


17. In the course of its meetings during the past two years, the Public Accounts 
Committee devoted a significant portion of the time to enquiring into the operations 
of selected Crown corporations. 

In its Third Report, 1960, the Committee referred to the early history of Crown 
corporations in Canada, mentioning, however, that the real growth of the Crown 
corporation idea was during the Second World War “when it was necessary for the 
Government to accomplish a lot in a hurry and upwards of forty corporations were 
in existence at one time’. The report went on to state that: 


“The time has come for a reappraisal of the position of Crown corporations in our 
national setup. Circumstances have changed; personnel has altered; and public policy is 
now more directly involved in the activities of these public corporations than was the case 
during the two World Wars.” 


The following comment was included in the Committee’s Fifth Report, 1961: 


“The Committee is impressed by the fact that while Crown corporations are similar 
to government departments in that the funds of both are public funds, the conduct of 
Crown corporations along commercial lines permits them a much freer hand in the manage- 
ment of their affairs, particularly in the spending of public funds in their charge. While 
recognizing that the high standards of the Canadian public service apply in equal measure 
to the officers and employees of Crown corporations, the fact remains that the efficiency 
of their managements depends in large measure on the competence of their boards of 
directors and the relationship of each with the responsible Minister.” 


together with the following comment: 


“The Committee was glad to be informed by the Auditor General that he intends 
to include in his future reports to the House of Commons more detailed information covering 
the financial operations, and related data, of Crown corporations.” 

98722-2—2 
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18. In the Crown corporations section of this report, more detailed information 
is given regarding the Crown corporations audited by the Auditor General. The outline 
given for each corporation includes a brief description of the corporation, a summary 
of the Crown’s equity, noting any change during the year, and a summary of the 
operations for the financial year in comparison with the preceding year, together with 
explanations of the more significant variations. Particulars are also given regarding 
other matters which it is felt may be of interest to the House of Commons. 


19. In our examinations of the accounts of the corporations subject to audit by 
the Auditor General, we were, in general, impressed by the conscientious and efficient 
manner in which their operations were being conducted. 


20. The Crown corporations represent a large investment of public funds. It will 
be noted that the amount shown in the Government’s Statement of Assets and 
Liabilities as at March 31, 1961 (Appendix 2) for the item “loans to and investments 
in Crown corporations” was $3,627,733,000. A listing of the balances making up this 
total is given in paragraph 93, in comparison with the corresponding balances at the 
close of the two preceding fiscal years. 

The following summary compares the number of Crown corporations and other 
similar instrumentalities in which direct investment was made and recorded in the 
annual statements of assets and liabilities at the close of the fiscal years 1939-40, 
1949-50, 1959-60 and at the close of the year under review: 


Year ended March 31 No. of corporations* Investment 
1940 10 (3) $ 183,111,000 
1950 22 (6) 1,171,789,000 
1960 30 (10) 3,446,662,000 
1961 30 (10) 3,627,733 ,000 


* Of the numbers of Crown corporations shown, those in parentheses involved no direct 
investment as they were financed out of parliamentary appropriations or were subsidiaries of 
corporations in which the direct investments were made. 


In considering the above table, it will be noted from the listing given in paragraph 
93 that the March 31, 1961 figure of $3,627,733,000 includes $1,510,711,000 for advances 
to the Central Mortgage and Housing Corporation and $1,092,590,000 for advances 
to the Canadian National Railways. 

The income from loans to and investments in the Crown corporations during the 
past three fiscal years is included, where significant, in the table given in paragraph 51. 


21. On the operations side, a large segment of public business is undertaken by 
means of Crown corporations who employ the services of a significant portion of the 
total of publie service employees. The summary of employees authorized for the public 
service, referred to in paragraph 5 and given as Appendix 6 to this report, indicates 
that of the total of 330,730 employees in March 1961, 135,421 were employed by the 
Crown corporations or similar instrumentalities. 


—— 
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22. The Crown corporations are subject to broad directions contained in the Financial 
Administration Act and also, in some cases, to provisions of the special Acts by which 
they were established, as well as being generally subject to direction by the responsible 
Ministers in matters involving important policy decisions. The Financial Administration 
Act requires that they submit capital budgets for approval by the Governor in Council 
on the recommendation of the responsible Minister and the Minister of Finance, and 
that these be tabled in Parliament. There is, however, no requirement similarly to table 
annual operating budgets. Annual reports, including financial statements and related 
audit reports, are required to be tabled in the House of Commons by the responsible 
‘Ministers. 
| The Crown corporations are free to conduct the operations for which they are 
responsible in accordance with commercial corporate practice, while at the same time 
following practices and procedures designed to safeguard fully the public moneys they are 
handling. They maintain their accounting systems on the accrual basis and their financial 
statements reflect all the costs incurred. They are not subject to the Civil Service 
Commission or to Executive regulations applicable to government departments—although 
in some cases these regulations are made applicable to certain designated corporations. 
Generally speaking, day-to-day operations are carried on under the exclusive direction 
of managements operating along corporate organizational lines and reporting to executive 
boards appointed by the Governor in Council, or, in some cases, by the responsible 
Ministers. 


| 


i 
} 


23. The Auditor General is the auditor of 23 of the 30 Crown corporations and similar 
public instrumentalities listed in paragraphs 120 and 121 of this report, having been so 
designated under the special or general Acts under which they were established or 
incorporated. The remaining seven are audited by private auditors. Subsection (1) of 
section 77 of the Financial Administration Act provides that where no statutory provision 
is made for the appointment of an auditor to audit the accounts and financial transactions 
of a Crown corporation, the auditor is to be designated by the Governor in Council. 
Subsection (2) of the section provides that, in the circumstances mentioned, the Auditor 
General is eligible to be appointed the auditor, or a joint auditor, of a corporation. 


Summary of Expenditure and Revenue 


24. The Statement of Expenditure and Revenue for the year ended March 31, 1961, 
as published in the Public Accounts, is reproduced as Appendix 1 to this report. Expendi- 
ture for the year amounted to $5,958 million and revenue to $5,618 million, resulting in 
a deficit of $340 million. This compares with deficits of $413 million in the preceding 
fiseal year and $609 million in 1958-59. 


) Expenditure 


25. The Summary of Appropriations, Expenditure and Unexpended Balances, by 
Departments, for the year ended March 31, 1961, as published in the Public Accounts, is 
98722-2—24 
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reproduced as Appendix 8 to this report. The statement shows appropriations of $6,212 
million, expenditure of $5,958 million, and unexpended balances of $254 million. 


26. Of the total appropriations for the year, $2,440 million was provided by con- 
tinuing statutory authorities, $3,757 million was granted under Appropriation Acts 
(Nos. 2, 4, 5, 6 and 7 of 1960, and No. 2 of 1961) and $15 million remained available 
from continuing 1959-60 appropriations (Votes 615 and 648). 

Of the total expenditure during the year, $2,440 million was spent under continuing 
statutory authorities and $3,518 million was disbursed under the authority of annual 
appropriations. 

Of the unexpended balances of $254 million, $225 million lapsed at the end of the 
year in compliance with section 35 of the Financial Administration Act and a balance of 
$29,137,000 in Vote 592 remained available for expenditure in 1961-62 because of the 
special wording in the appropriation: 

“Payments, in accordance with terms and conditions approved by the Governor in 
Council, to Provinces and in respect of Indian Bands under the Municipal Winter Works 
Incentive Program during the 1960-61 and 1961-62 fiscal years of amounts not exceeding 
one-half of the cost of labour incurred in the period from the 15th day of October, 1960, 


to such day in the fiscal year 1961-62 as may be determined by the Governor in Council— 
$30,000,000”. 


27. ‘The lapsed balances of $225 million represented 6% of the appropriations under 
Appropriation Acts. This compares with lapsed balances representing 9% of such appro- 
priations at the close of the preceding year. In the cases of the following departments, 
the lapsed balances represented 10% or more of the appropriations under Appropriation 
Acts: 


Voted LA cae 

Department appropriations Amount Yo 

A RUUULUIEG ig iets aes sn ere ee cehs orate ek te: COU $235,006 ,000 $28,828,000 12 
Defence Production 7. Yo aati Mea a eae 25,021,000 4 602,000 18 
Bitinnce p75: sag set aes tl ee Ae es 73,217,000 10,935,000 15 
Mines and “Technical Surveys. ...<¢<.<¢..<si..1s..--c ca. 52,319,000 5,647,000 11 
Nationa) Gallery of Ganadal (pA ee eS 1,024,000 103,000 10 
EPL y MOU DOL LN inch out ce) eee ee ae ay Se 2,055,000 232,000 11 


28. The following table summarizes the expenditure, by departments, for the fiscal 
year 1960-61, in comparison with the corresponding amounts for the two previous years: 


Department 1958-59 1959-60 1960-61 
Agriculture stil Ss lets LiL ats eh yee deat eee eee $ 208,268,000 $ 227,420,000 $ 264,915,000 
Canadian Broadcasting Corporation .......... 62,018,000 63,946,000 66,766,000 
Citizenship and Inithigration @ ba. sien fw 52,844,000 54,917,000 61,049,000 
External FTN ei ui Ee ot 75,820,000 97,221,000 103,023,000 
if SE ove oie nent Melis Miidiey |e oJ 1,228 205,000 1,420,155,000 1,460,027 000 
I sabour vide anes Ca Pee Re. «cee See 86,756,000 102,885 ,000 121,336,000 
Mines and Technical Surveys ................ 43,789,000 54,432,000 59,120,000 
National MEN AT ea ee eee 1,424,741,000 1,514,904 000 1,517,531,000 
National Health and Welfare ................ 872,917,000 818,371,000 887,147,000 
National Revenue kinda oui a hae vie pike Meee 68,788,000 68,696,000 73,261.000 
Northern Affairs and National] Resources .... 58,386,000 74,346,000 74.296 000 
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Department 1958-59 1959-60 1960-61 

Ramee Fis ob) iad. CA AG ees 157,803,000 165,792,000 178,372,000 
ee ee” nS ee ea 226,061,000 217,876,000 200,892,000 

Royal Canadian Mounted Police ............ 51,735,000 52,444,000 56,023,000 

) emt ME CIOTOINOIOD 54 iy ek dy doe vcdcewed cs 19,951,000 17,961,000 21,764,000 
LO ne eS AS an. ae 288 838,000 296,447,000 336,447,000 

. RA NTO IEI iii aa aids ac x wis sn a 4:a%s & 0 Wb ewe 288,784,000 288,305,000 292 298,000 
Wuer Ueparuinenwy.. eee eee eee. 148,336,000 166,743,000 183,834,000 
$5,364,040,000 $5,702,861,000  $5,958,101,000 


The amounts shown for the fiscal years 1958-59 and 1959-60 in the above compara- 
_tive table have been adjusted to give effect to the changes which took place during the 
"year under review, as a result of transfers of responsibility under the authority of the 
Public Service Rearrangement and Transfer of Duties Act. Expenditure of the Board 
of Grain Commissioners, assistance payments for storage costs of grain, and outlays 
| under the Prairie Grain Advance Payments Act, previously made by the Department of 
| Trade and Commerce, became the responsibility of the Department of Agriculture. 
_ Expenditure formerly incurred by the Economic and Technical Assistance Branch of the 
Department of Trade and Commerce was made instead by the Department of External 
| Affairs. The Department of Forestry, which was established by the Department of 
Forestry Act assented to on August 1, 1960, assumed responsibility for expenditures 
previously incurred by certain divisions of the departments of Agriculture and Northern 
| Affairs and National Resources. 

| Comments are made in the following paragraphs regarding the significant increases 
or decreases in individual appropriations or groups of appropriations which mainly 
accounted for the variations in departmental expenditure totals in 1960-61 compared 
with the preceding year. 


29. Agriculture. The increase of $37 million or 16% in expenditure by this Depart- 
Ment in comparison with the preceding year was more than accounted for by an outlay 
of $41 million for acreage payments to Western grain producers, for which there was no 
‘comparable charge in 1959-60. Other significant variations in the year were an increase 
of $6 million (14%) for assistance towards grain storage costs, a decrease of $5 million 
(19%) in freight assistance on Western feed grains and a decrease of $4 million (7%) 
‘in the amount appropriated towards the net operating loss of the Agricultural Stabiliza- 
tion Board. 


| 30. Canadian Broadcasting Corporation. Although the charges to the appropriations 
‘providing for payments to this corporation, in respect of its operating and capital require- 
‘Ments, increased by less than $3 million during the year under review, as indicated by 
the above table, the actual increase in net payments was approximately $6 million, or 
10%. This was because the payments recorded for 1959-60 were without adjustment for 
arefund of $3 million which was received too late for credit to the appropriations of 
that year (and which was therefore credited to Revenue in 1960-61 as “refund of 
previous years’ expenditures’). 


. 
) 
| 
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31. Citizenship and Immigration. The $6 million or 11% increase in expenditure by 
this Department resulted mainly from increases of $3 million (11%) in outlays for 
Indian education and $1 million (16%) in Indian welfare expenditure. 


32. External Affairs. The net increase of $6 million or 6% in the expenditure of this 
Department approximates the $6 million purchase and transfer of wheat flour to assist 
in the establishment of strategic stockpiles of food supplies in member states of the 
North Atlantic Treaty Organization. Although there was a $7 million (53%) decrease 
in assistance to other countries, there were offsetting increases of $1 million (15%) in the 
costs of representation abroad, $2 million in contributions towards the United Nations 
operations in the Congo, and $3 million in other outlays to international organizations. 


33. Finance. Expenditure by this Department increased by $40 million or 3% over 
the preceding year. Payments to the provinces under the Federal-Provincial Tax-Sharing 
Arrangements Act were $19 million (4%) higher than in 1959-60, while interest on the 
public debt rose by $21 million (3%). 


34. Labour. The increase of $18 million or 18% in expenditure by this Department 
was mainly accounted for by increases of $9 million (20%) in the Government’s con- 
tribution to the Unemployment Insurance Fund, and of $6 million (18%) in admin- 
istrative and general expenses of the Unemployment Insurance Commission, while 
payments in respect of the municipal winter works program increased by $2 million 
(35%) over the preceding year. 


35. Mines and Technical Surveys. The expenditure of this Department increased by 
$5 million or 9% over the preceding year. Increases of $4 million (17%) in administra- 
tion and general expenditure and of $2 million (10%) in expenditure of the Dominion 
Coal Board were partially offset by a decrease of $1 million (8%) in payments made 
under the Emergency Gold Mining Assistance Act. 


36. National Defence. Expenditure of $1,517 million in 1960-61 was only $3 million 
more than in the preceding year; however, there were some significant variations within 
the overall totals. Expenditure for the Air Force was $23 million (3%) higher than in 
the preceding year but there were decreases of $11 million (22%) in the Government’s 
contribution to the Canadian Forces Superannuation Account and $10 million (4%) 
in expenditure for the Navy. 


37. National Health and Welfare. The increase of $69 million or 8% in expenditure 
by this Department in 1960-61 compared with the preceding year was largely accounted 
for by increases of $39 million (26%) in the Government’s contributions under the 
Hospital Insurance and Diagnostic Services Act, $15 million (3%) in family allowance — 
payments and $11 million (28%) in unemployment assistance. 


a 
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38. National Revenue. Expenditure by this Department was up by $4,600,000 or 7% 
| in comparison with 1959-60, with $2,100 000 (6%) of the increase being in expenditures 


of the Customs and Excise Division and $2,500,000 (8%) in those of the Taxation 
Division. 


39. Northern Affairs and National Resources. This Department’s expenditure was 
just under what it was in the preceding year. A $3 million (33%) increase in contribu- 
tions to the provinces, to assist in the development of roads leading to resources, was 
more than offset by reductions in the expenditures of the National Parks and Northern 
_ Administration Branches of the Department. 


40. Post Office. The expenditure of this Department increased by $13 million or 8% 
| in the year under review, due to general increases in the cost of operations during the 
| year. 

| 41. Public Works. The decrease of $17 million or 8 7e in expenditure by this Depart- 
ment compared with the preceding year was more than accounted for by decreases of $14 
million (31%) in the cost of construction or acquisition of public buildings and $7 


million (11%) in outlays towards the construction of the Trans-Canada Highway. 


42. Royal Canadian Mounted Police. The expenditure by this Department increased 
by $4 million (7%) during 1960-61, largely accounted for by an increase of $3 million 
| (10% ) in the operation and maintenance of the Land, Air and Training Divisions. 

| 43. Trade and Commerce. An increase of approximately $2 million (24%) in ex- 
penditure by the Dominion Bureau of Statistics accounted for half of the $4 million or 
217% increase in the expenditure of this Department during the year under review. 

| 44. Transport. The expenditure of this Department increased by $40 million or 13% 
over the preceding year. Nearly $24 million of this amount was on account of the larger 
| net operating deficit of the Canadian National Railways for the 1960 calendar year. The 
‘payment with respect to the Trans-Canada Air Lines deficit was $3 million, whereas the 
| company had a small surplus in the preceding year. Payments under the Freight Rates 
Reduction Act increased by $13 million (160%) and expanded services for aviation 
resulted in an increase of $10 million (8%) in the cost of operating the Department’s 
Air Services. These increases were partly offset by a reduction of $11 million (68%) in 


expenditure for construction or acquisition of marine service steamers. 


| 45. Veterans Affairs. The expenditure of this Department varied little from the 


} 


‘preceding year with the overall increase of $4 million or 1% being due to relatively 
‘Minor increases in the net cost of treatment and in outlays for welfare services, war 
veterans’ allowances and other benefits, and pensions for disability and death. 


| 
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Revenue 


46. The Summary of Revenue, by Main Classifications and Departments, for the 
year ended March 31, 1961, as included in the Public Accounts, is given as Appendix 4 
to this report. The summary shows tax revenues as amounting to $5,016 million and 


total revenue of $5,618 million. 


47. The following table gives a summary of the revenue, by principal sources, for 
the past three years: 


1958-59 1959-60 1960-61 
Tax revenues: 
Perawmal scome tas. 5 2c<i8 $e we tiem as $1,353 500,000 $1,566,644 ,000 $1,711,160,000 
CCOrmoraciott THCONIG TAX s.4.c<s esas he ces goes 1,020,550,000 1,142,880,000 1,276,629,000 
Income tax on dividends, interest, etc., going 
ebronsd ms... 6) weds s Rese ees See a ee 61,213,000 73,353,000 88,174,000 
PR CR an ade ie oe ak De an eal ee oe 694,491,000 732,658,000 720,617,000 
CPhGr eRCIse THEES e. 2 css ba ences erase ae 240,624,000 286,568,000 290,658,000 
users anties .55ie: Wh See <6 a See 486,509,000 525,722,000 498,698,000 
RUNG ORION oi dae do a i a w ve aeons 316,744,000 335,207,000 344,945,000 
Hetate tae ss ot de 245 oa Hee ee 72,535,000 88,431,000 84,879,000 
(JR Gt TASTER ONES! tok ovens ened yaks dices 1,213,000 877,000 17,000 
4,247 ,879,000 4,762,340,000 §,015,777 ,000 
Non-tax revenues: 
Retire son Kevestmments 0.229 sao eats 221,204,000 239,654,000 283,769,000 
PEO SOBRE, SHO V EUG: i ton nds ocia ods 9 Mautiaeanoals 157,541,000 167,562,000 173,594,000 
Other non-tax revenueS .............eeeees 128,599,000 130,195,000 144,540,000 
507 344,000 537,411,000 601,903,000 
$4,754,723,000 $5 289,751,000 $5 617,680,000 


48. The amounts shown for income taxes and sales tax do not include collections 


of tax levied under the Old Age Security Act on personal and corporation incomes and 


on sales, which collections were credited to the Old Age Security Fund, the total so 
credited being $603,131,000 during the year under review. A summary of the transactions 
in the Old Age Security Fund for the past three fiscal years is given in paragraph 95. 


49. The following is a summary of the excise taxes, other than sales tax, collected 
during the year ended March 31, 1961, in comparison with the corresponding amounts 
for the two previous years: 


Excise Tax 1958-59 1959-60 1960-61 
Cipittetieg(b2oriin He ea io een $ 127,148,000 $ 163,608,000 $ 172,197,000 
(Tle ee ae ean. eres: ren 59,308 ,000 64,281,000 59,627,000 
Mianwiactired tONGeCO ..ta..s oe ccc cece uses cts 18,175,000 19,292,000 18,697,000 
Selevision sete ahd tubes 00.29.4004 8. el. JS 10,241,000 9,387,000 8,466,000 
Toilet articles and preparations ............e00. 6,824,000 7,651,000 8,406,000 
Phonographs, radios and tubes ..............0. 7,557,000 8,372,000 7,460,000 
Jewellery, clocks, watches, chinaware, etc. ...... 5,599,000 5,609,000 5,943,000 
Wines adel ac eetittn vay» Sew sted wine cotubk’ toe 3,140,000 3,027,000 3,224,000 
I soe seer te Ne oe ne ene eae see 2,673,000 2,603,000 2,755,000 
Pondry’extise fakes’. 05 PM) eet be 2,530,000 3,099,000 4,212,000 
Refunds and drawbacks ..........ccccceeceece —2,571,000 —361,000 —329,000 


$ 240,624,000 $ 286,568,000 $ 290,658,000 
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50. A listing of the excise duties collected during the year ended March 31, 1961, 


with comparable figures for the two previous years, is given in the following table: 


Excise Duty 1958-59 1959-60 1960-61 
OOS RP errr psec ata (nr $ 132,547,000 $ 136,931,000 $ 140,365,000 
DPRRMINY «037+». Ge abes. 2s. Pe ee Le 96,551,000 102,354,000 108,502,000 
| BORE Cir, ie56. erie su bien Oretroren a. 83,058,000 90,704,000 90,971,000 
) RPeaPD CaCO, Loe ewes tet ee ick 8,688,000 9,279,000 9,328,000 
) Refunds and drawbacks ...................... —4,100,000 —4,061,000 —4,221,000 
$ 316,744,000 $ 335,207,000 $ 344,945,000 


| ol. The following is a summary of the return on investments for 1960-61 in com- 
| parison with the corresponding amounts for the two previous fiscal years: 


Investment 1958-59 1959-60 1960-61 
amis of Cuma Pt, feo” 88,632,000 74,012,000 90,175,000 
) Central Mortgage and Housing Corporation .... 28,961,000 43 804,000 59,576,000 
Exchange Fund Account ..................... 18,626,000 25,513,000 32,536,000 
Loans to National Governments .............. 31,947,000 31,104,000 30,280,000 
The St. Lawrence Seaway POMIOMEY. ha oboe cs 5,000,000 13,149,000 
Deposits with chartered banks .............. 4,941,000 10,493,000 6,645,000 
| Weterane Land Act loang...................., 5,007,000 4,952,000 5,212,000 
Securities Investment Account ................ 2,613,000 3,546,000 5,063,000 
Canadian National Railways ................. 11,451,000 11,073,000 4,982,000 
Eldorado Mining and Refining Limited ...... 3,525,000 4,230,000 4,935,000 
. Northern Ontario Pipe Line Crown Corporation 3,078,000 4,074,000 4,299,000 
Pare Credit’ Corporation «./i2, “Pre es 1,956,000 2,815,000 4,127,000 
| National Harbours Board .................... 3,187,000 3,321,000 3,884,000 
Polymer Corporation Limited ................ 4,000,000 3,000,000 3,000,000 
Other loans and investments ................. 13,280,000 12,717,000 15,906,000 
) 
/ = pe ee ee Es 
| $ 221,204,000  $ 239,654,000  $ 283,769,000 


| The amounts shown as earned on the investment in the Bank of Canada represent 
the annual profits of the Bank, which were surrendered to the Receiver General 
under section 28 of the Bank of Canada Act, ¢.13, R.S. The amount shown for the 
1960-61 return on the Central Mortgage and Housing Corporation investment com- 
prised $54,344,000 ($39,456,000 in 1959-60) for interest on advances under section 22 of 
the Central Mortgage and Housing Corporation Act, ¢.46, R.S., together with 
$5,232,000 ($4,348,000 in 1959-60) for the Corporation’s profit for its financial year 
ended December 31st, which was transferred to the Receiver General under section 30 
of the Act. The $13,149,000 shown for the return on the investment in The St. Lawrence 
Seaway Authority in 1960-61 represents the interest which had accrued during the 
year on loans made to the Authority (see paragraph 63). The reduction from $11,073,000 
tn 1959-60 to $4,982,000 in 1960-61 in the return on the investment in the Canadian 
National Railways was due to a decrease during the year of $115,000,000 in outstanding 
advances to the company, when repayments were received from the company following 
an issue of its securities to the public. 
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52. The net postal revenue amounts listed in the table in paragraph 47 represent j 
gross postal revenue less disbursements for the remuneration of postmasters and staffs 
at certain classes of smaller post offices, and for miscellaneous expenditures, during each 
of the past three fiscal years, as follows: 


1958-59 1959-60 1960-61 
Gross postal revenue ......-+eeeeeeeeeeeeeees $ 183,291,000 $ 193,593,000 $ 201,952,000 
Disbursements— 
Remuneration of postmasters and staffs .... 21,781,000 22,053,000 24,050,000 
Miscellaneous expenditures .........eeeeees 3,969,000 3,978,000 4,308,000 
25,750,000 26,031,000 28,358,000 
Net postal revenue ........ceceseserrveeecces $ 157,541,000  $ 167,562,000 $ 173,594,000 


In paragraph 155 of this report a summary is given of the Post Office transactions 
for the fiscal year 1960-61, in comparison with the preceding year, together with com- 
ments on the recorded excess of expenditure over revenue. 


53. An analysis of the amounts shown for “other non-tax revenues” for the year 
ended March 31, 1961, with comparable figures for the two previous fiscal years, is 
given in the following table: 


1958-59 1959-60 1960-61 
Privileges, licenses and permits ............00.- $ 27,883,000 $ 24,970,000 $ 27,206,000 
Proceeds from. sealed: pyicte os 050+ dee Ras canes 23,521,000 21,892,000 23,981,000 
Services and service feege ..... ss ewes Ces cs ene 27,195,000 31,299,000 35,672,000 
Refunds of previous years’ expenditure ...... 37,663,000 40,630,000 40,544,000 
Miscellaneous 


dala ahaalah iho ae’ ik enna at 12,337,000 11,404,000 17,137,000 


$ 128,599,000 $ 130,195,000  $ 144,540,000 


Comments on Expenditure and Revenue Transactions 


54. Reference has already been made to the statutory responsibilities of the Auditor 
General under section 70 of the Financial Administration Act, which requires him to call 
attention to specific classes of transactions observed during his examinations and to any 
other matter that he “considers should be brought to the notice of the House of Com- 
mons’. 

Pursuant to this direction, I consider that the following matters relating to the 
expenditure and revenue transactions examined during the fiscal year under review 
should be brought to the attention of the House in this report. 


55. Questionable charges to Vote 576. This appropriation reads: 


| “Payment of an amount, as a higher return for wheat used for human consumption 
in Canada, to Western grain producers to be distributed on the following basis, namely: 


$1.00 per cultivated acre up to a maximum of 200 acres per farm in accordance 
with regulations of the Governor in Council—$42,000,000”. 


q 
a. 
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It was noted in the audit that payments of $1 per cultivated acre up to a maximum 
of 200 acres per farm were made, under regulations approved by the Governor in Council, 
to Western grain producers irrespective of whether wheat, oats or barley had been sown, 
or the fields left in summer fallow. 

Although the wording of the appropriation provides only for payments to grain 
producers on the basis of cultivated acreage, the Treasury Board ruled that the related 
_ administrative expenses, amounting to $103,000, that had been incurred by the Canadian 
| Wheat Board during the year were a proper charge to the appropriation. 


56. Prairie Farm Emergency Fund deficit. A deficit of $9,200,000 resulted from the 
operations of this Fund under the Prairie Farm Assistance Act, ¢.213, R.S., during the 
year under review, in comparison with the deficit of $12,529,000 for the preceding fiscal 
year. As in previous years, the 1960-61 deficit was charged to Expenditure without a 
specific parliamentary appropriation having been provided for the purpose. 

In its Fifth Report, 1961 (paragraph 27), the Public Accounts Committee referred 
_ to the fact that the Agricultural Stabilization Act provides for the inclusion of an item 
in the Estimates to cover the net operating loss of the Agricultural Stabilization Board 
_ in any year, and recommended: 


— ——_ se a 


“that consideration be given to amending the Prairie Farm Assistance Act to provide 
similarly for the inclusion of an item in the Estimates to cover any deficit that might 
be anticipated in the operation of the Prairie Farm Emergency Fund.” 


| It is understood that the Department of Agriculture has established a committee to 
study various matters relating to the operations of the Fund, including consideration of 
_ the recommendation quoted above. 


07. Irregular credit to Indian band revenue account. On the authority of a resolution 
of its council dated September 21, 1954, an Indian band agreed to purchase for $10,000 
“certain public lands under the control and administration of the Department of Citizen- 
ship and Immigration. However, initially through difficulties in determining boundaries 
| and later through inadvertence, the lands were not legally set apart on the authority of 
the Governor in Council as an addition to the band’s reserve until November 10, 1960, 
and the purchase price of $10,000 was not transferred from the band’s capital account to 
the credit of Revenue until November 21, 1960. In the six year interval between the 
Indian band’s agreement to purchase the lands and the consummation of the sale, revenue 
from the leasing of a portion of the lands, amounting to some $9,000, was credited to the 
band’s revenue account. This account was also credited with approximately $1,000 of 
‘interest on the increased annual balances which resulted from the crediting of the rental 
‘moneys. 

In the Audit Office view, the rentals collected before the sale was consummated are 
Crown revenues and were irregularly credited to the Indian band’s revenue account, as 
were also the related interest amounts. 


| 58. Delay in recipient countries’ certification for counterpart funds. In last year’s 
Teport reference was made to amounts that had been spent out of funds appropriated 
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by Parliament for the Colombo Plan, for the purchase of commodities supplied in accord- 
ance with agreements with the recipient countries that “counterpart funds” would be set 
aside by them for subsequent use in connection with agreed economic development proj- 
ects. It was noted that as at March 31, 1960 statements of counterpart funds, certified 
by the Auditors General of the recipient countries, as required by the agreements, had not 
been received in respect of commodities supplied to a total value of $85,604,000. 

In its Fifth Report, 1961 (paragraph 29) the Public Accounts Committee recom- 
mended: 


“that efforts be made by the Director General, External Aid, to obtain from the various 
recipient countries, on a reasonably current basis, the audit certificates called for by the 
agreements, and requests the Auditor General to report on the results in due course.” 


Additional expenditures totalling $33,800,000 requiring the setting aside of counter- 
part funds were made during the year under review and, as audit certificates to the 
extent of only $1,000,000 were received during the year, the expenditures requiring cer- 
tification as to counterpart funds totalled $118,404,000 at March 31, 1961. 

An examination of records in the External Aid Office indicates that since my last 


report continued efforts have been made by the Director General, External Aid, to secure 
certification of counterpart funds. 


59. Government contributions not made to superannuation accounts. Subsection (2) 
of section 32 of the Public Service Superannuation Act, c. 47, 1952-53, reads: 


“There shall be credited to the Superannuation Account, as soon as possible following 
the authorization of any salary increase of general application to the Public Service, 


such amount as, in the opinion of the Minister, is necessary to provide for the increase. 


in the cost to Her Majesty in right of Canada of the benefits payable under this Act, 
as a result of such salary increase.” 


Similar statutory provisions are contained in the Canadian Forces Superannuation Act, 
¢.21, 1959, and the Royal Canadian Mounted Police Superannuation Act, ¢.34, 1959. 


No special credits were given to any of the superannuation accounts, and no off- 
setting charges were made to Expenditure, to provide for the increases in benefits payable 
as a result of the salary and pay increases granted to the members of the public service, 


armed forces and the Royal Canadian Mounted Police during the year ended March 31, 
1961. 


It is understood that, so far as the Public Service Superannuation Account was con- 
cerned, the Department of Finance took the view that, since the salary increases for the 
various classes of the Civil Service had been granted at intervals over a period of several 
months, they did not represent an “increase of general application”. The increases to 


members of the Armed Forces and the Royal Canadian Mounted Police were granted to 
all classes at the one time. 
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In this connection, a note appended to the Statement of Assets and Liabilities 
included in the Public Accounts reads as follows: 


“The liability of $3,955,509,445 in respect of annuity, insurance and pension accounts 
does not include any provision for additional] liabilities resulting from salary and pay 
increases during the fiscal year; the amounts involved are estimated by the Depart- 
ment of Insurance at $80,700,000 for the Public Service Superannuation Account, 
$79,050,000 for the Canadian Forces Superannuation Account, and $1,760,000 for the 
Royal Canadian Mounted Police Superannuation Account.” 


60. Regularization of employment beyond retirement age. In its Fifth Report, 1961 
| by Parliament by means of a dollar vote (Vote 686, under the Department of Finance) 


in Supplementary Estimates (5), 1960-61, to regularize employment during periods when 
employees had been employed beyond retirement age without due authority. The text 


| of paragraph (ad) of subsection (1) of section 30 of the Public Service Superannuation 
| Act, such person shall be deemed, notwithstanding anything in those regulations, to 
| have been employed in the Public Service during such period after attaining that age 
/ as the Governor in Council determines.” 


Attention is drawn to the words “without fraud” in the text quoted. Up to the end 
of September 1961, the Governor in Council acted under the authority provided to 
prove employment in 22 cases where services had been rendered beyond retirement 
‘age. In four of these, the employees concerned had admitted misrepresentation of age 
in order to obtain, or continue in, employment, and details of one of these cases are now 
given by way of illustration. 

An employee understated her age by 13 years in 1945 when she entered the Civil 
Service, In 1958, when proof of age was required in connection with an election under 
the Publie Service Superannuation Act to pay for past service, the employee claimed 
that she could not comply because parish records had been destroyed by fire. However, 
when she was advised that her election to pay for past service could not be made final 
until proof of her age was on file, a baptismal certificate was produced in N ovember 1959 
which indicated that she had reached retirement age in September 1955. The employee 
was not retired until December 1960, at which time the annuity to which she was 
ontitled (calculated as of September 28, 1955) was $683 per annum. An Order in Council 
of February 16, 1961 authorized suspension of collection of $25,156, representing the 
salary paid during the period of illegal employment from September 28, 1955 to 
Jecember 14, 1960. On July 6, 1961 the Governor in Council, under the authority 
srovided by Vote 686, quoted above, legalized the service with the result that the amount 
f the employee’s annuity was increased from $683 to $1,482 per annum. In the mean- 
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time, in January 1961, the annuitant had been re-appointed to her former department, 
at age 70, under certificate of the Civil Service Commission, and a Treasury Board 
Minute of September 8, 1961 approved continuation of employment to September 27, 
1962. It is estimated that this service, when completed, will further increase the amount 
of her earned annuity to $1,703 per annum. 

It is difficult to understand how “fraud”, in the context of Vote 686, quoted above, 
can be interpreted otherwise than as including deliberate misrepresentation of age and 
withholding of documentary proof of age. 


61. Errors in Public Service Superannuation Account contribution and pension 
calculations. Responsibility for the pre-audit of superannuation payments was transferred 
from the Comptroller of the Treasury to the Superannuation Branch several years ago, 
the relevant administrative directive reading as follows: 


“Ag of the date of issuance of this directive the Superannuation Branch shall be solely 
responsible for establishing the extent and cost of elective pensionable service. Once 
the Superannuation Branch has determined the extent and cost of elective service the 
case for administrative purposes will be closed. Furthermore where the Superannuation 
Branch has already determined the extent and cost of elective service in the case of 
an election made prior to January 1, 1954, that case for administrative purposes is 
now closed. Any contributor or his employing agency may reopen a case of elective 
service; however, once this is done the relevant laws must be applied.” 


A result of this decision has been a weakening of internal control due to the lack 
of an effective check on the individual pension calculations. In our test examinations 
each year since, numerous errors have been found involving both over-payments and 
under-payments of pension on a continuing basis and incorrect charges for contributory 
service. Many of these errors could have been avoided had there been a review or internal 
audit of the contributors’ files prior to authorization of payment of benefits. 

We drew the attention of the Department of Finance to this situation in 1959 and 
again in 1960, pointing out that because of the high incidence of errors revealed in our 
test audit, it must be assumed that many more go undetected. As a result of recent 
meetings held with departmental officers, we understand that consideration will be given 
to this matter. | 


62. Interest charges on loans to the National Capital Commission. Up to March 
31, 1961 loans totalling $25,300,000 were made, on the authority of annual parliamen- 
tary appropriations under the heading “Loans, Investments and Advances” (e.g., Vote 
489, 1960-61) to the National Capital Commission and its predecessor, the Federal 
District Commission, for the purpose of acquiring property in the National Capital 
Region. Repayment is to be made when the property is used for the purposes of the 


Commission or disposed of and, after repayments of $57,648 in 1959-60 and $10,752 — 


in 1960-61, representing the proceeds from property sales, the loans outstanding at 
March 31, 1961 were $25,231,600. The loans are secured by promissory notes and bear 
interest payable semi-annually at rates of from 4% to 53% per annum. 
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In paragraph 131 of this report it is explained that the objects and purposes of 
the Commission are “to prepare plans for and assist in the development, conservation 
and improvement of the National Capital Region” 


Commission’s activities are financed to a limited ex 
etc. It therefore seems unrealistic to put the Commission in the position where it is 
required to pay interest on loans, when it must be provided with funds through par- 
_ liamentary appropriations to meet the interest payments, 

| Interest payments, credited to Revenue as 
of Finance), amounted to $1,097,000 in the year ended March 31, 1961, and of this 
amount $940,000 was provided by a parliamentary appropriation for payment of 
interest to the Receiver General (Votes Ol Seats) 


The following is a summary of property acquisitions to March 31, 1961, financed 
| by means of loans provided to the Commission: 


, and it is also indicated that the 
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$ 24,547,000 


The properties in the Greenbelt are mostly farm properties which are unlikely to yield 
anything approaching sufficient rental to pay the interest on the sums paid to acquire 
them and, by Executive direction, they may not be sold. In the year in which the Queens- 
way is turned over to the City of Ottawa, a parliamentary appropriation will be required 
to provide funds with which to pay off the amount of loans made in respect of it. 

From the practical point of view, expenditures made on properties for the Greenbelt, 
the Queensway and other projects are expenditures of the Crown rather than income- 
producing investments. For this reason, it would seem that Parliament should he asked 


to provide funds by means of appropriations in the years in which the properties are to 
be acquired instead of leaving the expenditure 
be absorbed in future years. 


| 
| 


involved in the repayment of loans to 


68. Interest on loans to The St. Lawrence Seaway Authority. Earnings of The St. 
Lawrence Seaway Authority for the year ended December 31, 1960 were not sufficient 
to meet fully the Authority’s obligation to pay to the Minister of Finance the $13,149,000 
of interest for the year on outstanding loans. 

| On March 30, 1961 the Minister of Finance made a loan of $9,500,000 to the Authority 
0 cover the unpaid balance of the interest for 1960. This transaction was recorded in the 
recounts of the Department of Finance as a charge to the account recording the loans 
nade to the Authority and as a credit to Revenue (return on investments). 

__ As this interest amount of $9,500,000 had not been earned by the Authority, it is the 
\udit Office view that it was improper for the Department of Finance to increase 
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governmental revenue for the year in the above manner and at the same time reduce the 
future borrowing powers of the Authority under section 13 of the St. Lawrence Seaway 
Authority Act, c. 242, R.5., as amended. 


64. Deletion of debts due to the Crown. Section 23 of the Financial Administration 
Act provides authority to the Governor in Council, on the recommendation of the 
Treasury Board, if considered in the public interest, to delete from the accounts any 
debt due to or claim of the Crown that does not exceed $1,000. 

Deletion from the accounts of debts or claims of $1,000 or over requires specific 
statutory authority, and for the year under review this was provided by Vote 681, 


which reads: 


“To authorize the Treasury Board to delete from the accounts certain debts due to, 
and claims of Her Majesty, each of which is in excess of $1,000, amounting in the 
aggregate to $4 071,008.80—$1”. 


There is nothing in the wording of this Vote to indicate that, along with balances 
totalling $3,880,022 in memorandum departmental accounts there were also balances 
totalling $190,986 that were carried as assets in the Statement of Assets and Liabilities. 
These balances were with respect to loans made to fishermen, through the Provinces of 
Nova Scotia and Prince Edward Island, for abnormal equipment losses. When these asset 
balances were deleted from the accounts the result was that charges to the total of 
$190,986 were made to 1960-61 Expenditure, as shown in the Public Accounts (Volume I], 
page 11-12). 


In the Audit Office view, it would have been preferable had special reference been 
made to these asset balances in the wording of the Vote text, and had provision been 
made that they be recorded as charges against the “reserve for possible losses on 
realization of assets”. 


65. Examination of claims under the Winter Works Program. The federal govern- 
ment has entered into agreements with each of the provinces to reimburse municipalities, 
through their provincial governments, for one-half of the direct payroll costs incurred 
by them on municipal winter works projects. The categories of works projects to which 
the contributions apply are defined in the agreements, and each project is subject to the 
approval of the provincial government and acceptance by the federal government. The 
agreements, in the form of an exchange of letters between the federal Minister of Labour 
and the provincial premiers, provide that claims for retmbursement by the federal govern- 
ment be audited by the provincial auditor or an auditor designated by him and certified 
by the appropriate provincial minister. 

Attention is drawn to the fact that, unlike most federal-provincial cost-sharing 
aereements, these agreements contain no provision for examination by federal officers of 
provincial or municipal records supporting the claims, either before or after payment. 


66. Armed Forces travelling and removal regulations. Travelling and removal 
expenses of members of the Armed Forces are paid in accordance with regulations con 
tained in the Queen’s Regulations and Orders, rather than under the Executive regula- 
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tions that are applicable to the civilian departments. Over the years, some of the regula- 
tions have been regarded as producing results that were unsatisfactory from the audit 
point of view and in such cases it has been our practice to draw the Department’s 
attention to the matter in order that appropriate remedial action might be taken. In 
general, such action has been prompt; however, in the opinion of the Audit Office, the 
regulations seem to require some amendment in the two following sets of circumstances. 
| When servicemen are permitted to use personally-owned automobiles to transport 
themselves and their dependents to new places of duty, the regulations do not provide 
for reimbursement of actual cost as evidenced by receipts. Instead, the servicemen are 
allowed to claim amounts equivalent to the expenses that would have been incurred had 
the journeys been made by means of public transportation facilities. In recent years, 
with the introduction of various special rail transportation rates such as group and all- 
inclusive fares, the calculation of the hypothetical cost of such journeys has become more 
complicated and overpayments occur more frequently than previously. 

Service personnel released with ten or more years’ service are entitled, together with 
their dependents, to be moved at public expense to their “intended place of residence 
in Canada”. Many use their personally-owned automobiles for the journeys and claim 
‘reimbursement on the hypothetical basis described above, which does not require the 
Submission of receipted vouchers. Difficulties arise when a serviceman returns to the 
‘point of discharge or goes to some other place, after only a brief visit to the “intended 
‘place of residence”, for the man alone knows if he had actually intended to take up 
permanent residence at the place indicated. Moreover, regulations do not require that 
any proof be produced that the journeys were, in fact, undertaken and cases have been 
observed where there was reason to believe that they were not. In the foregoing cir- 
cumstances, the payment from public funds takes on the characteristics of a& special 
retirement gratuity, rather than providing assistance towards rehabilitation which 
presumably is the intention of the regulation. 


67. Loss of aviation gasoline. A storage tank used by the R.C.A.F. for holding 
aviation gasoline had been drained in preparation for cleaning but the tank was con- 
nected, by means of cross-flow lines, with a second tank from which issues were being 
Made. When valves on the connecting feeder lines were erroneously opened, gasoline 
flowed into the empty tank and through an open manhole on to the ground, with the 
result that over 167,000 gallons, valued at $44,600, were lost. 
| Although a board of inquiry found that the supervision of the tanks was lax, disci- 
plinary action of a minor character was confined to the three leading aircraftsmen 
involved. 
| We are informed that, since this incident, Air Force regulations on the cleaning 
of fuel storage tanks have been amended to prevent the recurrence of this type of loss. 


| 
| 
| 
| 


68. Medical care for dependents overseas. The Queen’s Regulations and Orders 
provide that an officer or man whose dependent, while residing in an overseas area, is 
admitted to a military hospital, whether operated by Canadian military forces or by the 
forees of another country that cares for Canadian forces in the area, shall pay to the 


| 
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Crown an amount equal to two-thirds of the prevailing rates charged for in-patient 
treatment by the Department of Veterans Affairs. Currently the amount thus required 
to be paid for each dependent is at the rate of $13.37 per day except for children under 
six months, in which case the rates are either $2 or $3 per day, according to whether the 
mother is in the hospital or not. 

It is compulsory for Service personnel serving outside Canada to insure their 
dependents under the Hospital Insurance (Outside Canada) Plan administered by the 
Department of Finance, and payments are made by that Department to the Department 
of National Defence of amounts equivalent to what would otherwise have been due by 
the servicemen on the basis referred to above. 

It was noted in the audit that many dependents overseas received care in United 
States military hospitals, which levied charges at the rate of $34 per day regardless 
of the age of the dependents. In these cases the amounts recovered by the Department 
of National Defence from the Hospital Insurance (Outside Canada) Plan thus repre- 
sented only a small part of the amounts required to be paid by the Department to the 
hospitals. Thus, in respect of one billing covering 11 cases of hospital care, the Depart- 
ment paid out $7,068 and recovered only $2,051, or 29%. 

The Department estimates that it is out of pocket approximately $45,000 a year 
for the care of dependents overseas in United States military hospitals. 


69. Supply of Navy divers without charge. Executive regulations provide that the 
Minister of National Defence, where in his opinion the national interest would be served, 
may authorize the supplying of services by the Department to organizations and indi- 
viduals, on the following basis: 

“The rate for the provision of the service shall not be less than the current commercial 
rate or, if no commercial rate is applicable or a commercial rate cannot be determined, 


the rate shall not be less than the cost to the department of supplying the service 
plus ten percent.” 


In the summer of 1960, headquarters approval was given for the services of Navy 
divers from Halifax to carry out underwater work in Newfoundland and Gaspe, on the 
submarine cable operated by the Canadian Overseas Telecommunication Corporation, a 
Crown company. A team of nine men proceeded to the sites and performed diving opera- 
tions during a period of approximately one month, using some Navy equipment. On 
completion of the work, the men were paid their travelling and living expenses by the 
Corporation in the amount of $3,476. 

When the work was finished, the head of the diving team entered into an agreement 
with a private contractor who was engaged under contract with the Corporation on 
trenching and cable securing operations, to carry out further diving work at a site in 
Newfoundland. A team of five men worked for eleven days for which they were paid 
amounts totalling $2,725 directly by the contractor, on the basis of daily rates of $75 for 
the head diver and $50 or $25 for the other divers. 

Attention is drawn to these arrangements for the reason that since the men con- 
tinued to receive their regular Navy pay and diving allowances during the periods in 
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question, in amounts totalling about $4,000 and $9,500 respectively, the Department 
should have billed the Corporation and the contractor for the cost of supplying the 
services, including the use of Navy equipment, plus 10%, as required by the regulation 
quoted above. 


The entire matter was under investigation by the Department at the year-end. 


70. Disbursement of death gratuity without authority. When a civilian employee 
_ of the Department of National Defence died in December 1958, it was found that he had 
_ reached the compulsory retirement age of 65 over two years previously and had 
therefore been employed without authority during that period. Notwithstanding this, 
a cheque for $1,000 was issued in January 1960, payable to the man’s estate (his widow 
had died in the interval) covering a death gratuity equal to two months’ salary, by 
_ relying on section 56 of the Civil Service Act. This section reads: 
| “When a person dies while in the Civil Service, after having been at least two years . 


therein, an amount equal to two months of his salary shall be paid to his widow or to 
such person as the Treasury Board determines.” 
) 


| Audit exception is taken to the payment for the reason that, since the man was no 


_ longer legally “in the Civil Service” at the time of his death, the payment to his estate 
was irregular. 


71. Service pensions. The Service Pension Board, appointed by the Minister of 
National Defence under section 20 of the Canadian Forces Superannuation Act, ¢.21, 
1959, consists of a chairman, one member from each of the Services and a member 
_ to represent the Minister. The duty of the Board is to determine, in the case of any 
_ contributor who is retired from the Forces, the reason for his retirement, and on 
_making such determination to certify in writing the reason as determined by it, and 
no payment of any annuity or other benefit may be made under the Act to a contributor 
_who is retired except upon certification in writing by the Board. 
| Reasons for retirement fall into the following categories: having reached com- 
| pulsory retirement age, having become disabled, to promote economy and efficiency, 
Inefficiency, misconduct and voluntary, and the reason determined in each case has 
a direct bearing on the benefit payable. In the audit the following cases were noted 
where the reasons determined by the Board resulted in substantially more generous 
_ benefits than would have been the case had other reasons, which seemed indicated by 
documents on file, been accepted. 
| In one case a corporal, aged 27, had signified in writing some nine months prior 
to the expiration of his term of engagement that he did not intend to re-engage. Nor- 
‘mally, having so signified, he would have been struck off strength at the end of his 
engagement period, on a voluntary retirement basis, and received a return of pension 
contributions which in this case would have amounted to $2,031. Instead, it was 
decided to retire the man compulsorily “to promote economy and efficiency” about 
three months before the expiration of the engagement period. As he then had 10 years 
and 9 months’ service he was granted an immediate life annuity of $599 to age 65 


28 AUDITOR GENERAL’S REPORT 


and $856 thereafter, with a total value of some $27,000. The file indicates that the 
man during his service “had been most erratic in his behaviour and attitude towards 
service life’ and that he was an “administrative nuisance”. 

In another case, an Air Force officer, aged 37 years, with about 15 years’ service 
on the flying list, became subject to airsickness and a medical board lowered his cate- 
gory, thus rendering him unfit for further employment as aircrew. He was offered a 
transfer to another branch of the Service but declined. He was accordingly retired on 
a voluntary basis in January 1960 and received a refund of pension contributions in 
the amount of $4,377. The file indicates that the officer had applied for release for 
the purpose of returning to university to further his education, prior to his initial 
medical examination, and another medical board stated that “symptoms of airsickness 
were reported at a time when it appeared advantageous to furthering his personal 
plans”. Following the release, representations were made by and on behalf of the man 
regarding the non-pensionable discharge. The Board reviewed the case and amended 
the original finding to read “retired by reason of having become disabled”, thereby 
establishing a right to an annual pension of $1,943, with a total value of approxi- 
mately $68,000. 


72. Annuities to servicemen retired for inefficiency or misconduct. In last year’s 
report reference was made to the provision with regard to retirements for inefficiency, 
in the Canadian Forces Superannuation Act, c. 21, 1959, that, in the discretion of the 
Treasury Board on the recommendation of the Minister of National Defence, a con- 
tributor may be paid the whole or any part of any pension he would have been 
entitled to if he had been retired to promote economy and efficiency—in other words, 
for normal cause. A case was commented upon in the report where the Department 
had sought and obtained Treasury Board approval for an annual pension to an officer 
who still had 11 years to serve and who had been retired for inefficiency, based on 
95% of the permissible maximum, whereas had he retired voluntarily he would have 
received only 45%. 

In its Fifth Report, 1961, the Public Accounts Committee took note of the discre- 
tionary authority of the Treasury Board in this regard, and recommended (paragraph 
47): 


“that consideration be given to amending the wording of subsection (4) of section 10 
of the Canadian Forces Superannuation Act in such a way that in no case could a 
pension be awarded to a person released on grounds of inefficiency that would be 
greater than that to which he would have been entitled had he retired voluntarily.” 


Although no amendment was made to the Act, the Department, on June 15, 1961, 
with the approval of the Treasury Board, introduced a new plan for determining 
awards in respect of retirements for inefficiency. Under the previous plan awards were 
based on the ratio of good and faithful service to the total service of the contributor - 
without regard to age. The new plan, however, provides for the normal pension to be 
reduced by 5% for each full year by which the age of the contributor at the time of 
retirement is less than the compulsory retirement age applicable to his rank. Although 
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this plan provides for basically the same benefits as in the case of voluntary retire- 
ments, it at least removes the anomalous situation whereby members retired for ineffi- 
ciency could receive greater benefits than if they had retired voluntarily. 

In connection with retirements for misconduct, the Defence Services Pension Act 
which preceded the Canadian Forces Superannuation Act provided for one-half pension 
to age 65 and two-thirds thereafter. The new Act, however, as in the case of retire- 
ments for inefficiency, leaves the determination of the amount of an annuity largely 
to the discretion of Treasury Board, based on the recommendation of the Minister. 
During the fiscal year, 14 servicemen who were retired for misconduct not related to 


military duty were awarded interim annuities ranging from 70% to 95% of the per- 


missible maximum. These annuities have been put into monthly payment and will 
continue until they equal a return of contributions. The payments will then be deferred 
until the ex-member (a) reaches the retirement age applicable to his former rank or 


(b) would have completed 25 years’ pensionable service if he had remained in 


the Forces, whichever is earlier. Following the deferment period the annuities will be 
increased by 5%, and nine of the 14 annuitants will then be receiving 100% pensions. 
The total value of these 14 annuities is estimated to be some $190,000 greater than 
would have been the case had the awards been made under the former Act. 


On June 15, 1961, concurrently with the introduction of the new plan relating to 


retirements for inefficiency, a similar plan for determining awards for retirements for 


‘misconduct became effective with respect to retirements after that date. 


73. Indirect contributions towards provincial taxes. An anomaly in connection with 
the operation of the Hospital Insurance and Diagnostic Services Act is that the federal 
‘government is, in effect, contributing towards provincial taxes by reason of the fact that 
provincial sales tax amounts are included in the claims submitted by the provinces for 
hospital operating costs shareable under the hospital insurance scheme. 

In March 1960 the Department of National Health and Welfare wrote to the prov- 
inces then levying sales taxes, to the effect that, since the federal government provides 
for the exemption of hospital purchases from federal sales tax, as well as customs con- 
cessions for a large portion of hospital imports, consideration might be given by the 
provinces to exempting participating hospitals from the payment of provincial sales 
taxes. However, the provinces were, generally speaking, unwilling to consider such 
reciprocal action, pointing out, among other things, that there was nothing in the agree- 
ments under the Act, or in the Hospital Insurance Regulations, requiring that such taxes 
be deducted from hospital operating costs as being non-shareable. 

With the exception of Manitoba and Alberta, all provinces impose sales taxes. 
Exemptions from these taxes vary among the provinces, Quebee exempting hospital 
ourchases entirely while other provinces exempt individual items such as drugs, foodstuffs 
ind fuels. However, ordinarily the taxes do apply to items such as furnishings, equipment 
and cleaning supplies, the costs of which are shareable under the hospital plan. 
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The extent to which the sharing of provincial tax payments by hospitals adds to the 
federal contributions under the hospital plan is not known, but the basic principle of 
contributing to provincial taxes in this way would appear to be open to question. 


74, Unemployment Assistance contributions to provinces. In last year’s report the 
Audit Office opinion was re-stated that the Unemployment Assistance Act, administered 
by the Department of National Health and Welfare, includes ambiguities which have 
resulted in varying interpretations and that the text merits further consideration. Our 
examinations during the past year have served to confirm this opinion and have also 
pointed to the desirability of exploring the need for regulations to amplify various sections 
of the Act in order to promote a greater degree of uniformity in its application throughout 
Canada. 

A number of overpayments were reported upon last year involving Nova Scotia, 
Alberta and British Columbia. Overpayments to Alberta of $43,000 were confirmed and 
recovered during the year under review. With respect to Nova Scotia, overpayments of 
$55,000 have been recovered, although it is understood that this amount is still subject 
to minor revision. The amount recoverable from British Columbia, originally estimated 
at $360,000, has now been revised to approximately $131,000 and about $86,000 has been 
recovered. The substantial reduction of the overpayments in British Columbia, which 
related to child welfare cases, was to a considerable extent the result of the Department’s 
decision to accept as shareable, assistance paid in respect of a child in a ‘mother’s 
allowance type of foster home’, defined as the home of a relative of the child, provided the 
relative with whom the child is living is unemployed and the family meets some test of 
need which necessitates assistance being paid to it on behalf of the child. The Department 
agreed that an acceptable test of need would be that the relative is in receipt of social 
assistance or his income does not exceed the income ceiling specified in the provincial 
legislation or regulations. 

In Ontario, some of the municipalities have been claiming, as shareable, the costs 
of assistance in cases where the recipients were required to work out assistance given 
them. The Department concurs in our view that such assistance is not shareable under 
the agreement and steps are presently being taken to determine the extent of the practice 
and the amount of possible recoveries. 

In Quebec, examinations by the Audit Services Division of the Office of the Comp- 
troller of the Treasury and this Office have revealed misinterpretations of certain clauses 
of the Act and Agreement, such as failure to take into account the income of inmates in 
homes for special care in arriving at shareable costs, and confusion about what rate is 
to be used as a basis for sharing the cost of accommodation in homes for special care. 
Adjustments of resulting discrepancies revealed by audit are currently under discussion. 
In an effort to cope with the large backlog of audit work resulting from the rapid 
implementation of the program in Quebec, and special problems that have arisen in 
bringing the province’s system of social assistance within the requirements of the Unem- — 
ployment Assistance Act and Agreement, arrangements have been made for the Audit — 
Services Division to assist the Provincial Auditor in the examination of accounts received © 
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by the province from homes for special care. The practice followed in other provinces, 
whereby the provincial auditors’ examinations of claims and certification in accordance 
with the agreements precedes separate examinations made on behalf of the federal govern- 
ment, will, we understand, be implemented as soon as conditions permit. 

With regard to the cost of maintaining needy persons in provincial and municipal 
homes for special care, there does not appear to be a uniform policy in determining the 
elements of cost to be included in calculating the monthly accommodation rates. For 
example, in Ontario depreciation on existing plant and on additions to plant and equip- 
ment is excluded but the cost of equipment replacement is included. On the other hand, 
in the Maritime Provinces expenditure on modernization of old buildings, installation of 
sprinkler systems and elevators, etc., amortized over several years, has been included in 
determining monthly rates. In Saskatchewan, operating costs, upon which monthly rates 
are based, include depreciation charges and also charges for the amortizing of loans to 
finance buildings. 

Among the exclusions under subsection (2) of section 4 of the Act are payments 
made by way of supplemental allowance or cost of living bonus to persons in receipt 
of old age assistance, blind persons’ allowances, disabled persons’ allowances and old age 

‘security pensions. However, the Act does provide that additional relief may be paid to 
persons in receipt of the above-mentioned forms of assistance when need is indicated. 
During the year under review, the Department agreed that supplemental allowances 
being paid in Saskatchewan, Alberta and British Columbia could be regarded as 
additional relief payments in accordance with section 4 (3) (6) of the Act and section 
8 of the agreement when they are based on an individual budgetary assessment of need 
in which basic expenditures as well as income are considered. Saskatchewan and Alberta 
met these requirements and have been including supplemental allowances in their claims 
‘since April 1, 1961 and June 1, 1961, respectively. British Columbia has included supple- 
Mental allowances in its unemployment assistance claims since September 1, 1960; 
however, there is some doubt about the way in which budgetary assessments have been 
‘made and some revision of past claims may be necessary. 

It has also been noted that the use of the word ‘unemployment’ in the title of the 
Act has from time to time caused confusion. For example, it appears to have been the 
intent of the legislation to assist unemployables as well as unemployed employables. 
Mental defectives, paraplegics and other disabled persons and senile people, including 
some who have never been in the labour market, are being assisted under the legislation. 
Yet, even in its broadest sense, the term ‘unemployed’ would be expected to include only 
persons who have been, are or will be capable of employment. 

Consideration of the Unemployment Assistance Act and its relationship with other 
federal social assistance programs also raises the broader question of overall co-ordina- 
tion of all programs involving assistance to individuals with a view to the avoidance of 
regularities, overlapping or duplication among programs, and the achievement of 
sreater uniformity in the treatment of the recipients and economy of administration. 
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75. Cost of constructing high speed wind tunnel. In August 1954 the Department 
of National Defence obtained approval for the construction of a high speed wind tunnel 
at the National Aeronautical Research Establishment at Ottawa. The tunnel was 
regarded as an essential part of the air defence program, particularly in the later develop- 
ment of the CF-105 aircraft and ancillary guided missiles, and was planned for comple- 
tion by 1957-58. In November 1954 Executive authority was granted to proceed with 
the project at an estimated cost of $3,750,000. It was recognized, however, that the 
highly technical nature of the project, which would make it necessary to develop plans 
and specifications for some components as the work progressed, made it impossible 
to forecast costs accurately. 

Expenditures incurred up to March 31, 1958 were charged to appropriations of the 
Department of National Defence. Subsequent costs have been shared equally by that 
Department and the National Research Council. A total of $7,531,000 had been spent 
on the project to March 31, 1961, of which $4,155,000 was charged to the Department 
and $3,376,000 to the Council. It is understood that, on the basis of present plans 
approved by Executive decision, the final cost is likely to reach $9 million. 

Attention is drawn to the matter because of the extent to which the project and its 
cost have expanded since the original authorization was given and also because, while 
some seven years have elapsed since the work was commenced, the project is not yet 
complete. 


76. Doubtful title to property in Newfoundland. Following Union of Newfoundland 
with Canada, three Crown-owned residences located in Cornerbrook continued to be 
occupied by customs officials, formerly in the employ of Newfoundland, who had been 
transferred to the Government of Canada. A fourth residence in the same locality, 
occupied by a Newfoundland Post and Telegraph official, was taken over in December 
1956 by the Department of National Revenue through the issuance of an Exchequer 
Court writ of possession. 

The Department was of the opinion that all four residences were the property of 
Canada in accordance with sections 33 and 34 of the Terms of Union. However, when 
three of the residences (including the one which had been taken over by court order) 
became temporarily vacant in January 1957 and October 1958, officers of the provincial 
sovernment took possession and the Government of Canada has received no rental 
payments since. The fourth residence continues under the control of the Department 
of National Revenue and is occupied by an officer of the Department who had been 
the customs service of the province before Union. 

In the period of nine years following Confederation, expenditures in excess 0 
$15,000 were made for repairs, maintenance, taxes, etc., while rentals collected in the 
same period amounted to $3,900. Expenditures for water and sewage services for al 
the houses were continued up to June 1960, the amount expended on the three house! 
taken over by the province being $500 from the time they were taken over up to Juni 
1960. | 


The question of ownership of the houses has been with the Department of Justice: 
since July 1957. | 
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77. Identical tenders for incandescent lamps, etc. During the audit it was noted that 
the Department of Public Works had called for tenders for the supply of incandescent 
lamps and fluorescent tubes, to meet the needs of various federal buildings throughout 
Canada, for delivery as and where required during the fiscal year commencing April 1, 
1961. Based on the application of unit prices to estimated quantities of the various items, 
identical bids of $301,191.16 were received from the three companies which submitted 
the lowest complete tenders. The Department’s file indicated that it had written to each 
: the three firms stating that it was “most difficult to understand how in a tender call 
| 


involving in excess of $300,000 equal bids, even to cents, could be received in what is 
presumed to be a competitive market”. 

The same companies were asked to re-tender and each submitted the same bid as in 
the first instance. The Department then placed the facts before the Treasury Board which, 
early in February 1961, authorized the placing of the order with a company other than 


the one which had held the contract for supplying similar requirements during 
vious fiscal years. 


the two 


| In the course of our inquiries into this case, we were informed that this was the third 
instance of identical bids for lamps during the past four years. In at least two cases the 
Department has placed the facts before the Combines Branch of the Department of 
Justice. The branch has pointed out that the fact that identical tenders are submitted 
is not of itself conclusive evidence that there has been collusion, in the criminal sense, 
in arriving at the amount bid by each supplier. However, the branch accumulates evidence 
of identical tenders in the event that such evidence may ultimately become relevant and 
useful should evidence of collusive practices be disclosed. 


, 78. Doubtful charges against Vote 446. In March 1960 the Department of Transport 
sought Executive approval in principle for the construction of additional airfield facili- 
ties at Frobisher, N.W.T. As there was uncertainty regarding the future of the airfield, 
she Treasury Board suggested that the proposed work be left in abeyance. The Depart- 
ment then requested permission to contract for the supply of 55,000 tons of gravel which 
night later be required for the proposed work, pointing out that a contractor, who was 
surrently working on the site, could probably supply the gravel at a considerable saving 
‘rom the cost that would likely be incurred were a contractor brought into Frobisher at 
some later date for the specific purpose. It was also stated that if it transpired that the 
idditional airfield facilities were not required, the Crown would have a supply of gravel 
vhich would eventually be required for other development and maintenance work in the 
rea. On the basis of these representations, the Treasury Board authorized the Depart- 
nent to contract for the gravel, and the $140,304 cost was charged to the appropriation 
or “Civil Aviation Branch—Construction or Acquisition of Buildings, Works, Land and 
Zquipment” (Vote 446, as supplemented by Votes 654 and 747). 

_ In the Audit Office view, it would have been more appropriate had the cost of the 
Travel been charged against the Department of Transport Stores Account, and a charge 
9 Expenditure recorded only in a later fiscal year when the material is used. 

_ Another case involving an overcharge to Vote 446 was the contract entered into by 


he Department of Transport in January 1957 for the supply and erection of curtain-wall 
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and fixed glass assemblies for the air terminal building at the Montreal International 
Airport at a fixed price of $1,692,058. During the course of the construction, additional 
work estimated to cost $56,899 was authorized, increasing the contract price to $1,748,957. 
In April 1960 the contractor was declared bankrupt. By that time, the appropriation had 
been charged with $1,639,088 for work completed, leaving $109,869 to cover work still to 
be done. When the trustee in bankruptcy declined to complete the contract, negotiations 
with the general contractor on the air terminal building resulted in an offer by that 
contractor to complete the work for $156,640. In eiving its approval to the acceptance 
of this offer, the Treasury Board directed that $109,869 would be chargeable to the appro- 
priation for “Civil Aviation Branch—Construction or Acquisition of Buildings, Works, 
Land and Equipment” and the balance recoverable from funds retained in the security 
deposit and holdback accounts in the name of the trustee (which amounted to $111,012). 

Notwithstanding this direction, the full amount of $156,640 was recorded against 
Vote 446 which was therefore overcharged to the extent of $46,771. It should be noted, 
however, that up to the time of the audit the credits in the accounts in the trustee’s name 
had not been paid out to him. 


79. Route facility fees receivable from airlines. Prior to the introduction of a route 
facility fee, the trans-oceanic landing fee was intended to cover both airport and route 
facilities provided by Canada for North Atlantic and Polar flights. In recent years a change 
in the air traffic pattern across the North Atlantic has resulted in airlines operating non- 
stop flights across Canadian territory, while taking advantage of the route facilities 
provided by Canada for the operation and safety of the flights. The resulting loss of 
landing fee revenue has contributed towards a steady increase in the net cost of main- 
taining the route facilities. In November 1960 Executive regulations made under the 
authority of section 18 of the Financial Administration Act provided for the assessment 
of a fee of $64, retroactively to January 1, 1960, for each trans-Atlantic flight, Polar flight, 
or both, with the proviso that in the event of a landing at a Canadian airport, the trans- 
oceanic landing fee would be reduced by the amount of the route facility fee. 

A number of foreign airlines have objected to the assessment of the route facility fee 
and have declined to settle accounts rendered by the Department of Transport. The fact 
that the regulations provide for a reduction in the trans-oceanic landing fee by the amount 
of the route facility fee has been taken into consideration by several airlines who have 
refused the assessment only in respect of flights not landing in Canada. Others have, 
however, refused payment in respect of all flights, including those landing in Canada 
with the result that they have been paying less in fees than they had done before the 
route facility fee was introduced. 

By March 31, 1961, balances carried on the records of the Department of Transpor' 
as owing by ten airlines, in respect of route facility fees assessed by the Departmen! 
under the regulations, amounted to $1,284,000, and the total was increasing at the rate 0 
approximately $100,000 monthly. 


80. Large fee paid on target price contract. In June 1956 the Department of Trans 
port invited tenders for construction of a 5000 foot airport runway, taxiway and parkiny 
apron at Inuvik, N.W.T. As the only tender received was for $9,900,000, compared wit) 


i 


AUDITOR GENERAL’S REPORT 35 


a departmental estimate of $5,500,000, the Department negotiated with the tenderer. As 
a result, a contract for a shorter runway was entered into in October 1956, under which 
the contractor was to be paid for actual costs incurred together with a fixed fee of 
$500,000 and 30 per cent of any saving in cost below a target price of $5,000,000. 
In May 1958, the Treasury Board approved amendments to the contract (a) to 
provide for an extension to the runway, (b) to change the basis of payment for work 
remaining to be done to firm unit prices for estimated quantities, and (c) to set the 
target price for work completed prior to May 1, 1958 at $4,032,020. In 1959 this target 


price was increased to $4,233,028, with Executive approval, on the basis of “the finalized 
quantity figures involved”’. 


The final payment under the overall contract was made during the year under review. 


The net cost of the work performed prior to May 1, 1958 was $3,049,711, calculated 
| as follows: 


| As a fee of $1,221,422 appeared to have been an extraordinarily large one in relation 
to the $1,828,289 net construction cost of the work performed to this point, the Depart- 
Ment was asked whether the contractor had been approached to waive entitlement to any 
part of it. The reply left this question unanswered but it did point to circumstances which 
the Department felt demonstrated that it had acted in a reasonable manner. Thus, it was 
pointed out that there had been several renegotiations of the original contract, including 
that referred to above, after it became evident by the end of 1957 that costs would be 
lower than had been estimated; and that a further assessment of the situation in the 
winter of 1958-59 had resulted in successful negotiations for a reduction in certain unit 
prices on the work remaining to be done. It was also pointed out that when the overall 
project had been completed, it included a 6000 foot runway constructed at a total cost 
of $5,380,000, compared with the tender of $9,900,000 and the departmental estimate of 
$5,500,000 for a 5000 foot runway. 


| Seeperencei saree Quah utincys Kariya. 098 lol yes o.oo olen x $ 1,925,896 
| Less— 

| Value of material delivered to another PEON oc sh ce $ 80,185 

prevoean Or ietrance cain, 4. ieee es. fe SPOr at lr, 17,422 

| 97,607 
; ee ereery fOr, es, or OLY IO OXIR OT Oo! Ocud al 1,828,289 
Fee: 

MES A EA a ole U0 ee a ee 500,000 

Bonus (30% of savings under the target price of $4,233,028) .... 721,422 

| 1,221,422 
) $ 3,049,711 
} —_——- 


81. Assistance given under the Veterans’ Land Act. A few instances have been noted 
n the audit where assistance had been given to veterans under the Veterans’ Land Act, 
>. 280, R.S., as amended by ec. 66, 1953-54 and c. 37, 1959, when their financial cir- 
2umstances were such as to raise some doubt as to whether the assistance was in harmony 


with the intent of the legislation. This, as indicated by the preamble to the Act, is to 
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provide assistance as a measure of rehabilitation for veterans who “have limited financial 
assets and the lack of such assets has proved to be the main obstacle in the fulfilment of 
settlement contracts and to the acquirement of farm home ownership”. The following 


case will serve to illustrate the situation. 
A veteran was established on a farm in 1945 and was advanced the maximum sum 


of $4.400 allowed under section 15 of the Act, on the security of land owned by him. In 
1954 he made application to change his contract and to be brought under section 10 of 
the Act, which provides for financial assistance of up to $6,000 on the sale of land and 
property toa veteran and has, as an attractive feature, the convertibility of a substantial 
portion of the assistance given into a grant upon fulfilment of the terms of the contract 
for ten years. The application was initially rejected by the Department but subsequent 
representations resulted in a change in the contract being ultimately effected as from 
January 1, 1959. 

In September 1960 the veteran applied for a loan under the “farm improvement 
assistance” section of the Act (Part III) for the purpose of building a grain storage and 
handling facility, but his application was refused by the Department on the grounds 
that the cost of building, maintaining and operating the type of facility contemplated 
would be uneconomic in relation to the size of his herd. Further representations by and 
on behalf of the applicant resulted in a loan of $15,179 being approved in November 1960 
on the basis that the loan was to consolidate his debts. This, it was stated, would improve 
his financial position and might permit the extension of private credit and let him build 
the grain facility “on his own resources”. Departmental files indicate that at the time 
of his application for this loan, the veteran’s net worth was $102,000 and his annual gross 
income $33,000. 


89 Educational leave. The Civil Service Regulations provide for the granting of 

educational leave 
(a) with full pay where it has not been found possible to obtain a qualified person 

for a specialized position and it is considered that an employee could, after further 
special training at a university, perform the duties of the position efficiently ; 
with full pay for a period up to three months where courses are provided at a 
university as refresher courses or courses of special instruction to benefit civil 
servants; tuition fees and living expenses may also be paid; 


“——~ 
Ee 
— 


(c) with half pay when an employee who is directed to carry out a research project at a 
university because of special facilities there, or to do any departmental work at a 
university, desires to seek academic credit for further studies in his field while at 
the university ; 


(d 


— 


without pay for the purpose of attending university if it is considered that the 
proposed course will be of material assistance to the employee in increasing his | 
efficiency and gaining advancement in the service. 

The Civil Service Commission has reported that during 1960, 185 employees were’ 
given leave to attend university, 38 without pay, 54 with full pay and 93 with half pay. | 


| 


_ 
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Included in the last group were employees who did not qualify for payments under the 
Civil Service Regulations and for whom the Treasury Board approved payment of non- 
accountable allowances equivalent to one-half their salaries. 

The cost of salaries and allowances together with tuition and living expenses of 
employees on educational leave during 1960 has been estimated by the Commission at 
$500,000. Periods of educational leave often extend over several] years and, while an 
employee who has been granted leave understands that he is expected to return to the 
service of the federal government for a period of time equivalent to that for which leave 
has been approved, there is no guarantee that he will do so, and no provision for the 
recovery of any portion of the outlay should he not return to duty. 

A case was noted where an employee was granted leave to complete a doctoral thesis 

and received $8,134 in half pay or allowances from September 22, 1958 to August 31, 
1960, when he resigned to assume a professorship. Payments on the basis of half pay 
made to him by his department during his absence were increased by a promotion, an 
annual increase and a salary revision, and he accumulated pensionable service for super- 
annuation purposes, the Government continuing to pay matching contributions to the 
superannuation account. Moreover, in this period he also received remuneration from 
the university as a research assistant. 


The extent of the educational program seems to warrant special provision of funds 
_by Parliament to assist persons attending university (often in a foreign country), rather 
than the inclusion of the cost with the salaries and expenses of employees on duty in 


the various departments. 


| 
| 


83. Cost of gasoline used in departmental motor vehicles at Ottawa. A survey of 
gasoline purchases in Ottawa by a number of departments showed considerable variation 
in the prices being paid. Several departments were paying from 11.7 to 17.1 cents per 
“gallon more than the price for which the Department of National Defence was able to 
provide gasoline to the Comptroller of the Treasury’s Office. Accordingly the Audit 
‘Office raised the question of the feasibility of supplying gasoline and oil for all govern- 
‘ment vehicles in Ottawa from a central supply point, e.g., National Defence, and the 
Matter has been referred to the Government Motor Vehicle Committee for consideration. 
Advice regarding a decision has not yet been received. 


84. Unpaid accounts carried forward to new fiscal year. The following cases are 
commented upon for the reason that Parliament was not asked for supplementary 1960-61 
appropriations to cover extra cash requirements, with the result that accounts remained 
unpaid at the year-end and became recorded as expenditure in the 1961-62 fiscal year: 


| 1. As the 1960-61 fiscal year progressed it became apparent to the Department of National 
Defence that, although commitment authorities would not be exceeded, there would 
be insufficient funds available in the appropriation for “R.C.A.F. Construction or 
Acquisition of Buildings, Works, Land and Major Equipment” (Vote 225) to pay 
accounts coming in course of payment, due largely to a speed-up in the CF-104 air- 
craft program. A supplementary appropriation of $15,000,000 was accordingly requested 
by the Department, but the amount was reduced to $10,000,000 by the Treasury Board 


‘ 
: 
, 
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and the supplementary appropriation (Vote 707) granted in due course was for that 
amount. This proved to be insufficient (as, indeed, $15 million would also have been) 
and unpaid accounts totalling $11,333,000 for goods received and services rendered 
before the close of the fiscal year were carried forward and paid from the 1961-62 
appropriation. 


2. When it seemed likely to the Department of National Defence that, although commit- 
ments had been entered into with due authority, an insufficient balance would remain in 
the appropriation for “Defence Research Board—Construction or Acquisition of Build- 
ings, Works, Land and Equipment” (Vote 227) to meet accounts as they became 
payable, the Department requested a supplementary appropriation of $290,000. The 
request was, however, not supported by the Treasury Board and, lacking this, no 
supplementary appropriation was provided. As a result, unpaid 1960-61 accounts 
totalling $111,000 had to be carried forward as a charge to the 1961-62 appropriation. 


3. Early in 1960 the Department of Public Works advertised for tenders for the con- 
struction of extensions to the Applied Physics Laboratories of the National Research 
Council. On the basis of the lowest tender of $2,978,700, which was acceptable, it was 
anticipated that about $2,000,000 would be expended on the work during the 1960-61 
fiscal year, but when the Department requested the Council to arrange for the transfer 
of funds to cover the anticipated outlay to March 31, 1961 it was informed that only 
$800,000 had been provided for the project in the Council’s construction vote. The 
Department then informed the contractor that he could either time the work to 
suit himself or proceed as originally planned with the understanding that he could not 
be paid for the value of work done in excess of about $800,000 until additional funds 
were made available by Parliament. He chose the latter alternative and a contract 
was awarded on April 20, 1960. By March 31, 1961 the contractor had presented 
progress claims totalling $1,642,956 and payments of $837,424 were made on account 
and charged to the Council’s 1960-61 appropriation for “Construction or Acquisition 
of Buildings, Works, etc.’’ (Vote 257, supplemented by Votes 535 and 607), thus 
leaving an obligation of $805,532 to be carried forward as a charge to the 1961-62 
appropriation. 


Another case was noted where unpaid amounts were carried forward to the new 
fiscal year, though not for the reason that an insufficient balance remained in the appro- 
priation affected. Requisitions for overtime pay to its employees for 1960-61, which were 
submitted by the Civil Service Commission at the year-end, were questioned by the 
Comptroller of the Treasury and were not processed in time to be recorded as a charge to 
the Commission’s 1960-61 appropriation for salaries and contingencies (Votes 


65, 667 and 121). Payments were made in June 1961 to a total of $27,085, as a charge 
against the 1961-62 appropriation. 


85. Losses reported in the Public Accounts. Section 98 of the Financial Adminis- 
tration Act directs that “every payment out of the Public Officers Guarantee Account 
and the amount of every loss suffered by Her Majesty by reason of defalcations or 
other fraudulent acts or omissions of a public officer, together with a statement of the 
circumstances, shall be reported annually in the Public Accounts’. The statement of 
losses included in the Public Accounts for 1960-61 was examined and it was ascertained) 
that every loss during the year, which had been observed in the audit as being of 4 
nature requiring to be reported in the Public Accounts, is included in the listing. 


) 
| 


| 
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In its Fifth Report, 1961 (paragraph 73) the Public Accounts Committee recom- 
mended: 


“that, in future, statements be included annually in the Public Accounts, listing Post 
Office losses and showing recoveries effected, in a manner similar to other departments”. 


As a result of this recommendation, Post Office losses are, for the first time, reported 
for the 1960-61 fiscal year in the same manner as losses of other departments. 


86. Non-productive payments. Paragraph 71 of the Fifth Report, 1961, of the 
Public Accounts Committee reads: 


“The Committee gave consideration to the extent to which it felt it would wish to be 
informed regarding non-productive payments in future. Although it recognized the dif- 
ficulty that would be involved in defining a ‘non-productive payment’, it came to the 
conclusion that information regarding such payments would be of value, and it accordingly 
requests the Auditor General, in his future annual reports to the House of Commons, to 
include listings of any such payments that might have come to his notice in the course 
of his audit.” 


In accordance with the foregoing request, a listing is given below of the payments that, 
in the absence of a precise definition, might be regarded as non-productive in character 
which were observed in the course of the audit of departmental expenditure accounts 
during the fiscal year 1960-61: 


1. On November 2, 1959 contracts were entered into by the Department of Defence Pro- 
duction for the removal of snow during the 1959-60 winter season, at the rifle range 
and armouries in Sherbrooke, at a total estimated cost of $12,500. Shortly afterwards, 
complaints were made to the Department’s local agent about the manner in which the 
snow removal contracts had been awarded, it being alleged that the contractor had 
given a false address to represent himself as a Sherbrooke resident while in fact 
he lived some 25 miles outside the city. In January 1960, after work to the value of 
about $3,500 had been performed, the contracts were terminated and awarded to a 
Sherbrooke contractor. The former contractor thereupon filed a petition of right 
claiming compensation of $6,000 for losses which he had sustained as a result of the 
termination of the contracts. On the recommendation of the Department of Justice, 
the case was settled out of court for $2,500. 


2. Following the outbreak of hostilities in Korea in 1950, substantial quantities of cloth 
were purchased by the Department of Defence Production and, in order to provide 
suitable storage facilities, a warehouse in Montreal was rented by the Department in 
1952 at an annual cost of $136,400. In the intervening years, there was a considerable 
reduction in the quantities of cloth held in storage and early in 1960 the remaining 
holdings—then largely surplus to requirements—were transferred to the Department 
of National Defence. The lease for the vacated premises, last renewed on June 1, 1957, 
does not expire until May 31, 1962. A portion of the space was rented to the Depart- 
ment of National Defence for the purpose of storing aircraft tooling and this resulted 
in $92,000 being recovered by the Department of Defence Production, but intensive 
efforts to find sub-tenants for the remainder of the space were unsuccessful and the 
landlord has refused to surrender any of his rights under the lease. Consequently, in 
the year under review he was paid the full rental of $136,400. In addition, maintenance 
expenditures of $17,600 were incurred. The net cost of the unused space thus amounted 
to $62,000 during the year. 
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The Ground Observer Corps was disbanded by the Department of National Defence 


:n the summer of 1960. The leases of buildings that had been used by the Corps at 
three locations ran on into 1963 and, since efforts to sublet have proved fruitless, rents 
are being paid, and may have to continue to be paid until the expiry dates, at the 
rate of about $28,000 a year. 


_ A firm price contract for $16,043 was entered into for the Department of National 


Defence in February 1956 for the design and manufacture of cabinets to house 
electronic communication equipment at three Naval establishments and a design 
was made based on information supplied by the Department. Several months later, 
when additional technical data was made available to the contractor, he found that 
the design had to be scrapped because the equipment would not fit the proposed 
cabinets. The cabinets were redesigned but, in April of the following year, it was 
brought to light that the equipment at one of the establishments differed materially 
from that at the other two, and a completely new design therefore became necessary 
for that unit. At this point the contract price was increased to $25,416. However, as 
the work progressed additional costs were incurred as a result of the changes in 
design and the contractor sought a further increase in price. During the year under 
review a final amendment was issued in the amount of $37,121 on the basis of costs 
established by cost audit. The end result was that the contractor was paid an additional 
$21,000 mainly because of the inadequate and faulty information with which he had 
been provided. 


_ A contractor was awarded a series of 11 contracts amounting to $264,545 for chapel 


furniture in 1954, to be delivered to various Air Force stations. Inspection was carried 
out at the factory but, after some of the furniture had been received and installed by 
the Air Force, defects became apparent and the work was suspended for a period of 
about eight months. In a petition of right filed in August 1959 the contractor claimed 
that the furniture had been fabricated according to specifications and that extra 
costs had been incurred due to unjustified interruption of deliveries and shop operations 
by representatives of the Department of National Defence. The claim was settled out 
of court for $32,782, on the recommendation of the Department of Justice, during the 
year under review. 


. In March 1958 a contract was placed for the Department of National Defence for 


the supply of 51,897 leakproof metal boxes at a total cost of $97,866 for use by 
Canadian Arsenals Limited, and testing equipment considered by the Inspection Services 
Division to be suitable for checking conformity with the leakproof requirement was 
set up and used. About a year later, after 29,400 of the boxes had been produced, tested 
and delivered, it was found that approximately 30% of them leaked. Production was 
stopped and the contractor was required to develop new testing equipment and to 
rework the completed and partially completed boxes in his plant. In due course the 
contractor submitted a claim for the additional costs incurred as a result of the 
general slowdown in production brought on by the more critical testing requirements 
and he was paid an additional $44,507. 


. In October 1959 a contract was placed for the Department of National Defence for the 


construction of a retaining wall, using the wire basket method, at Osborne Head 
Gunnery Range, Halifax, at a cost of $17,450. After installing about 5% of the baskets 
the contractor stopped work in December 1959, with departmental consent, because 

of winter storms. Early in March of the following year the installation was examined © 
and it was found that the baskets were in a badly damaged state as a result of wave 


. . | 
action. The project was thereupon abandoned at a cost of $6,830. | 
| 
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8. Generally, weather conditions in the North limit the road building season to the 


10. 


Le bd 


12. 


months of June, July and August. The National Defence Department’s construction 
program for 1959-60 included provision for reconstruction and paving of 50 miles of 
the Alaska Highway at an estimated cost of $3,000,000, with the work expected to 
be completed in two seasons. A “request for contract” was not issued by the Depart- 
ment until April 23, 1959 and a submission to Treasury Board for approval of a 
contract was not made until June 18, 1959. When the Treasury Board requested a 
reassessment of the cost, on the grounds that the paving costs were too high, it was not 
until August 13, 1959 that the Board’s approval was given. Although work was then 
commenced without delay, the greater part of the 1959 season was lost and, it being 
impossible to complete the work during 1960, it had to be carried on into a third 
season. As a result, the contract that had been entered into with a firm of consulting 
engineers for engineering supervision had to be extended and the additional cost 
amounted to $39,500. 


. Three instances were observed where there were lengthy delays between the manu- 


facture of boilers for central heating plants and the completion of the buildings to 
house them, with the result that the boiler manufacturers had to be paid storage 
together with reconditioning and other costs by the Department of National Defence. 
In one case a delay of 22 months occurred by reason of changes in and modifications 
to the heating system, and the manufacturer was paid an additional $11,467 for 
reconditioning the boilers and rescheduling his work to meet the new installation date. 
In another case the installation was delayed over two years due to substantial changes 
in the design of the plant and the contractor was paid an extra $8,283 to cover his 
additional expenses arising from the delay. In the third case the manufacturer received 
$3,491 for storage and other costs incurred by reason of a delay of about a year 
between the completion of the boiler and its actual installation. The extra costs thus 
incurred in the three cases totalled $23,241. 


Of 205 electrical batteries manufactured according to specifications of the Department 
of National Defence, 196 proved to be faulty in use and were returned to the con- 
tractor for rectification and modification at an additional cost of $12,981. The depart- 
mental file indicates that the additional cost was incurred as a result of the Department’s 
failure to give the contractor suitable supervision and inspection service. 


In October 1957 Treasury Board approval was given for the construction at a cost of 
$44,760 of two residences at Pigeon River, Ontario, for the use of Customs-Excise 
officers, bringing to four the number of Customs-Excise residences at the Port. One 
of the officers for whom a residence was being built was transferred and was replaced 
by an unmarried man. The house has never been occupied and the Department has 
been paying the cost of fuel oil and electricity in addition to the regular expenses of 
upkeep, including painting of the exterior. From information on file, the four houses, 
together with two residences occupied by officers of the Department of Citizenship and 
Immigration, are to be moved to a new housing site, the preliminary estimate of the 
cost of moving the six houses being approximately $40,000. 


In 1955 the Department of Public Works entered into a contract for the preparation 
of plans and specifications and the subsequent supervision of construction of buildings 
in the Confederation Heights development at Ottawa. As the work progressed the 
architects were requested to prepare revised plans covering a number of proposed 
structural changes. Ultimately it was decided not to proceed with the alterations. 
In May 1960 a payment of $12,737 was made for services rendered in the preparation 
of the unused plans. 
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Early in 1957 the Department of Public Works entered into an agreement with a firm 
of consulting engineers for the preparation of plans and specifications for and sub- 
sequent supervision of the construction of a postal station at Toronto. After sketch 
drawings had been prepared, changes in proposed occupancy established that a much 
smaller building would be required and the original plan was abandoned. During the 


year under review a payment of $11,800 was made to the consultants as a fee for the 


work they had done. 
In October 1959 the Department of Public Works entered into a contract at a fixed 
price of $318,542 for the construction of a public building, consisting of a basement 
and two storeys, at Elliot Lake, Ontario. In February 1960, by which time the con- 
tractor had completed the foundation work and acquired materials, it was considered 
that, in view of the decline in the economic outlook for the community, the space to 
be provided by the building as planned would be in excess of likely future requirements. 
The Department therefore decided to eliminate the second storey, at an estimated 
saving of from $50,000 to $75,000, and the contractor was accordingly instructed to 
cease operations until revised plans could be prepared. Because of the time involved 
in revising the plans and negotiating with the contractor, it was not until the following 
October that agreement was reached on a fixed price of $338,368 for the altered 
structure. Although a saving of $37,021 from the elimination of the second floor entered 
into this calculation, it was more than offset by provision of $20,512 for additional 
costs in connection with revised partitioning, added overhead expenses of $21,539 
because of the delay to which the work had been subjected, and $14,800 to cover the 
extra cost of carrying the work through a second winter. Consequently, the net result 
of constructing a one-storey building rather than the two-storey structure originally 
planned will be an increase in cost of almost $20,000. 
In May 1960 the Department of Public Works entered into a contract for harbour 
improvements, consisting principally of the construction of a cribwork structure at 
Etang du Nord, Quebec, at a price of $176,230. Shortly after the project was started 
some local fishermen, who had earlier expressed satisfaction with the plans, raised 
strong objections to the location of the proposed structure and impeded the launching 
of the first crib by placing boats at the foot of the launching slipway. Work was stopped 
for about a month, after which the contractor was instructed to recommence operations. 
When his attempt to do so was again impeded, he was notified by the Department 
that the contract had been terminated. In February 1961 the contractor’s claim was 
settled for $144,362, including $96,147 for unused materials which the Department 
proposes to use on another project in the area. The net result was therefore a non- 
productive outlay of $48,215. 
In 1957 the Department of Public Works entered into a contract for the construction 
of a public building at Belleville. In January 1961 three ‘delay claims” submitted 
by the contractor were settled for $28,022, as follows: 
(1) Expenses incurred and equipment rental during six weeks of delay while 

the Department settled certain matters relating to the building site to 

the satisfaction’ or the Municipality’ (vv 7i ss ores cee eek ance eee $ 10,088 


(2) Expenses and equipment rental during two weeks of delay while waiting 
for the Department to arrange with the local utilities commission to move 
transformers located. on ‘the, site. %.....4s.. <sdaswies ne eens eee 4,514 © 
(3) Additional costs incurred when delay occasioned by revision of drainage 


system made it impractical to use explosives for the excavation of rock 13,420 


§ 28,022 
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17. A contract was entered into by the Department of Defence Production in the early 
part of 1954 for the construction of a patrol vessel for the Royal Canadian Mounted 
Police at a fixed price of $198,814. Supervision of the construction was undertaken 
by the Navy. Although the contract provided for completion of the vessel in nine 
months, delivery did not take place for almost three years. The delay was regarded as 
being due to circumstances largely beyond the contractor’s control, including delays 
in the preparation of drawings, design changes and priority given to other contracts. 
The contractor claimed for extra costs resulting from these delays and, during the year 
under review, he was paid a compensation settlement of $31,703. 


Summary of Assets and Liabilities 


87. Section 64 of the Financial Administration Act requires that there be included 


in the Public Accounts a statement certified by the Auditor General of “such of the assets 
and liabilities of Canada as in the opinion of the Minister [of Finance] are required to 
show the financial position of Canada as at the termination of the fiscal year”, 


! 


88. The Statement of Assets and Liabilities for the year ended March 31, 1961, with 


comparable figures at the end of the preceding year, prepared and certified in accordance 


| 


} 


with the foregoing requirement, is given as Appendix 2 to this report. The Statement 
was prepared on a modified cash basis, as in previous years, explanations regarding certain 
aspects of this basis of presentation being included in the Public Accounts, as follows: 


“With certain exceptions, taxes and revenues receivable, revenue and other asset, 
accruals and inventories of materials, supplies and equipment are not recorded as assets 
(except when these are held as charges against working capital accounts or revolving funds) 
nor are public works and buildings or other fixed or capital assets. Following the 
principle that only realizable or interest- or revenue-producing assets should be offset 
against the gross liabilities, costs of capital works are charged to expenditures at the 
time of acquisition or construction. Consequently, government buildings, public works, 
national monuments, military assets (such as aircraft, naval vessels, and army equipment) 
and other capital works and equipment are recorded on the statement of assets and 
liabilities at a nominal value of $1 as the value is not considered as a proper offset to the 
gross liabilities in determining the net debt of Canada. 

“On the liabilities side, accrued liabilities (except for interest accrued on the public 
debt) are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the ‘Current and demand liabilities’ 
schedule of the statement of assets and liabilities.” 


Assets 


89. The following table lists the assets at March 31, 1961 by main headings in the 


statement of Assets and Liabilities (Appendix 2) in comparison with the corresponding 
salances at the close of the two previous fiscal years: 
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March 31, 1959 March 31, 1960 March 31, 1961 


Ctnrretit BESCTB fac cee c ne css carsneseeasas $ 910,944,000 $ 862,147,000 $ 784,348,000 
Advances to the Exchange Fund Account .. 1,995,000,000 1,960,000,000 2,024 000,000 
Sinking fund and other investments held for 

retirement of unmatured debt .......... 83,214,000 85,272,000 17,018,000 
Loans to and investments in Crown corpora- 

Wee ee Si aco, cae ht eae ae ea ee ees 3,271,061,000 3,446,662 ,000 3,627 ,733,000 
Loans to national governments ........-+-- 1,448 ,960,000 1,414,528,000 1,378,196 ,000 
Other loans and investments ........+++e++ 683,056,000 934,471,000 1,022,106 ,000 
Securities held in trust ........eeeeeeeeeees 20,742,000 30,612,000 30,042,000 


Deferred charges— 
Unamortized portion of actuarial de- 


HETRNCIOS 8 0. eo cus Seas oe ee ee oe 465,300,000 465,300,000 602,961,000 
Unamortized loan flotation costs ...... 147 431,000 150,993,000 130,741,000 
Suspense accounts .........seeeeesreeeeees 2,000 33,000 136,000 
Inactive loans and investments ..........-- 92 216,000 93,539,000 94,825,000 
TOUnL ASHCtN ca Sot on as ee eee > 9 117,926,000 9,443 557,000 9,712,106,000 

Less—Reserve for losses on realization of 
ABET oe ces dow tg Gh aig ts ay apatite SES OTL 546,384,000 546,384,000 546,384,000 
Net Amete. 4 AU a ieee $ 8,571,542,000 $ 8,897,173,000 $ 9,165,722,000 


90. Current assets. The balances included under this heading at March 31, 1961, with 
the comparable balances at the close of the two previous years, were: 


March 31, 1959 March 31,1960 March 31, 1961 


Care ictal de aha conn ly alii Salta inn a a $ 640,459,000 $ 565,436,000 $ 486,760,000 
Departmental working capital advances and revoly- 
ing funds: 
Agricultural commodities stabilization account .. 67,078,000 120,698,000 90,198,000 
Defence production revolving fund ............ 30,161,000 20,667,000 15,651,000 
CIERGH aden ach coghin city oe od ay eimai eR eae wets 54,743,000 54,645,000 65,234,000 
151,982,000 196,010,000 171,083,000 
Sdeurities investment ACCOUnE .. 240. Tee. Saeco = 98,031,000 77,863,000 101,454,000 
Osherseurrentrassets: . .ncag ieee e. «ose ees 20,472,000 22,838,000 25,051,000 


$ 910,944,000 $ 862,147,000 $ 784,348,000 


The decrease of $30,500,000 in the Agricultural Commodities Stabilization Account 
at March 31, 1961 compared with the corresponding balance at the end of the preceding 
year was accounted for by a decrease of $53,190,000 in the inventory of pork, offset in part 
by an increase of $24,707,000 in the inventory of butter held by the Agricultural Sta- 
bilization Board. 

The $101,454,000 balance of the Securities Investment Account records, at amortized 
cost, temporary holdings by the Minister of Finance consisting of securities of Canada, 
under the authority of section 17 of the Financial Administration Act. These holdings 
with a par value of $105,725,000, had a market value of $99,298,000 at March 31, 1961. 


91. Advances to the Exchange Fund Account. This Account is operated by the 
Bank of Canada on behalf of the Minister of Finance, and advances are made by the: 
Minister from time to time for the purposes of the Account within the maximum 


| 
. 
4 


a ee ee 
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($2,100,000,000 at March 31, 1961) authorized by the Governor in Council under 
section 23 of the Currency, Mint and Exchange Fund Act, c. 315, R.S. The advances 
to the Account at March 31, 1961 are included in the Statement of Assets and Liabilities 
at their full amount of $2,024,000,000. A parenthetical note associated with the item 
explains that the market value of investments from advances was $1,869,958,000 at 
March 31, 1961, indicating an unrecorded deficiency of $154,042,000. 

Comment is made in paragraph 111 regarding the practice of carrying advances 
to the Exchange Fund Account in the Statement of Assets and Liabilities at the full 
amount of the advances made, without adjustment for the deficiency that has accu- 
mulated over the years. 


92. Sinking fund and other investments held for retirement of unmatured debt. 
The following is a summary of the balances comprising this item at March 31, 1961 
in comparison with the corresponding balances at the close of the two previous years: 


March 31, 1959 March 31, 1960 March 31, 1961 


Investments held for sinking fund maintained with 

respect to Newfoundland loans assumed under 

Jali TA SSL a A al $ 14,931,000 $ 15,960,000 $ 17,018,000 
Additional investment in Newfoundland guaranteed 

stock held for retirement of Newfoundland 


eT ee Re NG cn cee cents 18,811,000 19,822,000 
Investments held for retirement of loans payable 
meeneweor: 2. WL doell,... BAD UG alvy 49,472,000 49,490,000 


$ 83,214,000 $ 85,272,000 $ 17,018,000 


During the year under review, the Newfoundland guaranteed stock, other than 
that held for the sinking fund, was cancelled, as were the holdings of the New York 
loans, in order to retire those portions of Canada’s unmatured debt. 


93. Loans to and investments in Crown corporations. The following table lists 
these loans and investments at March 31, 1961 with the comparable balances at the 


close of the two previous years: 


March 31, 1959 March 31, 1960 March 31, 1961 
Central Mortgage and Housing Corporation.$ 1,003,576 ,000 $ 1,318,683,000 $ 1,510,711,000 


Canadian National Railways .............. 1,468 ,179,000 1,207,808 ,000 1,092 590,000 
The St. Lawrence Seaway Authority ...... 282,819,000 315,927,000 339,927,000 
National Harbours Board ................ 145,632,000 161,398,000 172,770,000 
Northern Ontario Pipe Line Crown Corpora- 

hae ER Re Geld) eae Tae ena ne ee 113,500,000 121,500,000 123,750,000 
Farm Credit Corporation .................. 87,219,000 115,700,000 155,754,000 
Atomic Energy of Canada Limited ........ 58,789,000 59,374,000 60,930,000 
Northern Canada Power Commission ...... 21,639,000 34,585,000 40,008,000 
Polymer Corporation Limited ............. 30,000,000 30,000,000 30,000,000 
Canadian Overseas Telecommunication Cor- 

TEE RI EISE ROE CRUSE a oe 12,979,000 22,590,000 31,686,000 
National Capital Commission ............. 7,100,000 17,742,000 25,232,000 
enemanees: .. OOO OF... «subs 39,629,000 41,355,000 44,375,000 


$ 3,271,061,000 $ 3,446,662,000 $ 3,627,733,000 
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The increase of $192 million in the amount shown for Central Mortgage and 
Housing Corporation during the year ended March 31, 1961 is largely accounted for 
by advances of $222 million during the year, pursuant to section 22 of the Central Mort- 
gage and Housing Corporation Act, c. 46, R.S., less repayments of $38 million in respect 
of advances made under the section in previous years. 

The reduction of $115 million in the amount shown for Canadian National Railways 
was accounted for by repayments of $306 million of previous years’ advances, offset to 
the extent of $170 million by advances to the company under annual Canadian National 
Railways Financing and Guarantee Acts, and to the extent of $21 million by a further 
investment in 4% preferred stock in the company pursuant to section 6 of the Canadian 
National Railways Capital Revision Act, c. 311, R.S. Of the $306 million of repayments 
of previous years’ advances, an amount of $221 million was through the proceeds of sales 
of the company’s bonds to the public. 

The increase of $40 million in the amount for the Farm Credit Corporation was ac- 
counted for by further loans of $39 million under the Farm Credit Act, c. 48, 1959, and 
by an increase in the capital of the Corporation from $5 million to $6.4 million. 


94. Loans to national governments. The following is a listing of the balances of these 
loans at March 31, 1961 in comparison with the corresponding balances at the close of 


the two previous years: 
March 31, 1959 March 31, 1960 March 31, 1961 


DRAIN og ouniiian Gea c cla Sree 2 i ae $ 41,526,000 $ 39,219,000 $ 36,912,000 
BV RONRE: Fe ui Stacie hao centre eae he ae ee 160,550,000 152,100,000 143,650,000 
LAT: kT aa ee Teagan ae Se ea Spree ge Tt 33,000,000 33,000,000 29,546,000 
PGA Be LN ach) ds ees Sag tana Gun’ a Bee 84,340,000 79,177,000 74,013,000 
TG. MORN COOtO. & eine Mekoo sire tice cate + ae 1,124,703,000 1,108,287 ,000 1,091 ,544,000 
Other conhtries). (dat ates. cies. ive aA 4,841,000 2,745,000 2,531,000 


$ 1,448,960,000 $ 1,414,528 ,000 $ 1,378,196,000 


95. Other loans and investments. The balances comprising this asset item at March 
31, 1961, with the comparable balances at the end of the two previous years, were: 
March 31, 1959 March 31, 1960 March 31, 1961 


Subscriptions to capital of and working capital 
advances and loans to international organiza- 


PAGE 0 sles vain GE Sed eka hod SE te $ 369,916,000 $ 605,175,000 $ 631,127,000 
Veterans’ Land Act advances iiss: cc uaaeceaw bs 192,857,000 188 903,000 199,644,000 
Less—Reserve for conditional benefits ......... 41,857,000 37,277,000 33,552,000 
151,000,000 151,626,000 166,092,000 
Loans to provincial governments .............06- 96 339,000 90,397,000 84,827,000 
Loans to Unemployment Insurance Commission .. 67,000,000 
Loans to Old Age Security Fund ................ 28,001,000 17,283,000 
Balances receivable under agreements of sale of 
POW MONTE <5 CBU wal eds eh nn ee sk 19,105,000 15,982,000 12,094,000 
Chiercralenses: .. 0 Getiees 16. dks cass eee 46 696,000 43 290,000 43 ,683 ,000 


$ 683,056,000 $ 934,471,000  $1,022,106,000 
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The following is a listing of the balances comprising the $631,127 ,000 shown for the 
first item in the above table as at March 31, 1961: 


Subscriptions to capital: 


TRO EERCRESS UT oa os hh AS UGG. sn Low ani da’ sabes cock $ 543,697,000 
International Bank for Reconstruction and Development ...................... 73,680,000 
International Development Association) os. sos i wes oss dcwile lbs ea ule donceuunteien 8,506,000 
SiUeUMRMIA IPIDRIIC MUOTOTALION TD, VUE so. 5 we cee s cnc oun uwds boncnccnevnecaces 3,522,000 
629,405,000 

te Ee ae ee a 6 1,722,000 


$ 631,127,000 


During the year ended March 31, 1961, Canada’s subscription to the International 
Monetary Fund was increased by $15,000,000 as a result of revaluation adjustments in 
the Canadian dollar balance on the basis of the ruling rate of exchange for the United 
‘States dollar as at January 31, 1961. The $8,506,000 subscription to the International 
| Development Association was made during the year. 

The $17,283,000 of loans to the Old Age Security Fund at March 31, 1961 repre- 
sented the balance of temporary loans made in the preceding year under section 11 of the 
Old Age Security Act, c. 200, R.S. The following is a summary of the transactions 
relating to the Fund during the year in comparison with the corresponding amounts for 


the two previous years: 


| 1958-59 1959-60 1960-61 
| Collections of tax 
ES 8 Beis se Ktisw saee » dh dwe do wk ds ead $ 173,623,000 $ 270,000,000 $ 270,231,000 
RPMMEBT OO AD INCOTICS, . ocean ewes rps eas s0anka 146,350,000 185,550,000 229,400,000 
amrecormoration incomes’. ¢1..8/1 000. 22a es 55,328,000 91,336,000 103,500,000 
EAI R ee De RR. ana kilos mr orenene 8 TSS 
375,301,000 546,886,000 603,131,000 
Payments of pensions under the Old Age 
Te ie toa ws clbe wktes raaeeeee> 559,280,000 574,887,000 592,413,000 
Surplus or (deficiency) during year .............. ($183,979,000) ($ 28,001,000) $ 10,718,000 


96. Securities held in trust. The $30,042,000 of balances comprising this item in the 
Statement of Assets and Liabilities at March 31, 1961 is mainly accounted for by 
securities held for the following accounts: contractors’ securities, $12,438,000; guarantee 
deposits in respect of oil and gas permits, $7,633,000; guarantee deposits in respect of 
customs duties and excise taxes, $4,416,000; and pilots’ pension funds, $3,074,000. 


97. Unamortized loan flotation costs. This item records the unamortized portion of 
che cost of discounts and commissions incurred in the issuance of loans. The following is 
4 summary of the transactions for the year under review: 
| Sn, 1. MONON OG. 5 foo. CURE es co con racnndcacassacanazasspas OB $ 150,993,000 


Add: Costs incurred in issuing new loans during the year ............0eseeeeeeees 34,042,000 
185,035,000 
Deduct: Amortization charges included in 1960-61 Expenditure .................. 54,294,000 


EEO nL. FOE rere Me ce PETER ree reek Ponce actoaveneucercetescensnne $ 130,741,000 
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98. Unamortized portion of actuarial deficiencies. The amounts appearing under this 
heading in the Statement represent the extent to which the balances at credit of the 
Public Service Superannuation Account and the Canadian Forces Superannuation Account 
exclusive of the bookkeeping credits referred to in paragraphs 113 and 114—fell short 
of the estimated actuarial liabilities of the two pension plans, calculated as at December 
31, 1957 and March 31, 1958, respectively. 

In last year’s report, the Audit Office view was put forward that there should be a 
plan, approved by Parliament, for amortizing the balances of these two actuarial defi- 
ciencies (aggregating $602,961,000 at March 31, 1961, compared with $465,300,000 at the 
close of the preceding year) if they are to continue to be carried as “assets” on the State- 
ment and if the offsetting credits are to remain in the two superannuation accounts. 


99. Inactive loans and investments. The $94,825,000 shown for this item in the State- 
ment at March 31, 1961 comprised the following balances: 


Loan to China, in 1946, under the Export Credits Insurance Act ...............2.. $ 49,426,000 
Loans to Greece and Roumania, in 1919, for the purchase of goods produced 
an Granada =. PE PO a eas Peak NTE ee Sa, a oe 30,855,000 


Balance arising out of implementation of guarantee, given under the Export Credits 
Insurance Act, of loans by chartered banks to Ming Sung Industrial Company 


(carrying prior guarantee by the Government of China) .............ceeceeeee 14,470,000 
Loan to Province of Saskatchewan, in 1908, for the purchase of seed grain ........ 74,000 


$ 94,825,000 


The amount shown for the third item in the above listing is $1,285,000 greater than the 
corresponding amount of $13,185,000 at March 31, 1960 by reason of the final payment, 
covering $1,275,000 of principal and $10,000 of interest, made during 1960-61 under the 
terms of the guarantee. 


Lnabilities 


100. The following table lists the liabilities at March 31, 1961 by main headings in 
the Statement of Assets and Liabilities (Appendix 2) in comparison with the corre- 
sponding balances at the close of the two previous fiscal years: 


March 31, 1959 March 31, 1960 March 31, 1961 


Current and demand liabilities ............ $ 952,560,000 $ 1,099,057 ,000 $ 1,147,561,000 
Deposit and trust accounts ................- 237,917,000 242,673,000 239,667,000 
Annuity, insurance and pension accounts .. 3,301,861,000 3,565,376 ,000 3,955,510,000 
Undisbursed balances of appropriations to 

Specm“Socounte se TI ete 83,387 ,000 96,620,000 104,493,000 
Deterted credits 222322235 32825 23h. ee 81,429,000 83,961,000 79,073,000 
POE CAINE oe gas ara ga Pes 18,664,000 8,528,000 8,618,000 


REAR ORO 5 ons bass ss knee Cane 15,574,113,000 15,890,152,000 16,067,915,000 


$ 20,249,931,000 $20,986,367,000 $ 21,602,837,000 
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101. Current and demand liabilities. The balances comprising this item in the State- 
ment at March 31, 1961, in comparison with the corresponding balances at the close of 
the two previous years, were: 

March 31, 1959 March 31, 1960 March 31, 1961 


Non-interest-bearing notes payable to the 
International Monetary Fund and the 
International Development Association ..$ 200,000,000 $ 376,000,000 $ 383,660,000 


UNIS TUR VOOIS sc. cas ots eevdeccs cesses 256,402,000 245,099,000 221,396,000 
Outstanding Treasury cheques ............ 247,305,000 228,768,000 251,741,000 
eT a ie act aloe hla Ss 124,893,000 137,622,000 154,016,000 
RN ME See eh clay daly Rite aside.» 123,960,000 111,568,000 136,748,000 


$ 952,560,000 $ 1,099,057,000 $ 1,147,561,000 


102. Deposit and trust accounts. The following is a listing of the balances included 
in this item at March 31, 1961 in comparison with the corresponding balances at the close 
_ of the two previous fiscal years: 


March 31,1959 March 31,1960 March 31, 1961 

Rated Denteh Of AMO@rCAs 2.25. «ses cates soneees $ 42,205,000 $ 33,927,000 $ 36,686,000 
Serie, DYURL. TUCO IVR TTI Fe Ble els rile ecescccceecce 28,651,000 29 224 000 28,516,000 
BromteCiice, aviniwele a ley Ske 2. 25 nic endswichivlelcidtuloneceta 34,156,000 29,372,000 28,513,000 
COOMEPACLOTS’ BECUTILY GCP ORIES. x... o-<ccccienrstcicressraracsiere 33,481,000 27,705,000 22,032,000 
Deposits by Crown corporations ................ 15,330,000 19,269,000 19,400,000 
morenn wperations Poomy Wa... ack ckinwwdedec 7,384,000 16,104,000 16,117,000 
SeemraCLOre » WO iba Cie foi ig Wie Nias crmerneinrsledrersexe ors 18,160,000 17,398,000 15,635,000 
EP RERCEOMICDOBILS Saree er ee es 5 ove eains a caes ss 3,344,000 14,345,000 14,704,000 

| Canadian Pension Commission (Administration 

oo Ga” |G a eee ee ee 9,064,000 10,281,000 10,980,000 
OS ee nn See ae en 46,142,000 45,048,000 47,084,000 


$ 237,917,000 $ 242,673,000 $ 239,667,000 


The $47,084,000 shown for “other balances” in the above table represents the total of 72 
balances including: collections on instalment purchases of Canada savings bonds for 
public service employees, $11,845,000; Army Benevolent Fund, $6,540,000; veterans’ 
trust funds, $5,808,000; National Harbours Board special accounts, $5,738,000; deferred 
‘pay of Armed Forces personnel, $2,671,000; National Research Council special fund, 
$1,988,000, and War Claims Fund, $1,584,000. 


103. Annuity, insurance and pension accounts. The balances making up this item at 
March 31, 1961, in comparison with the corresponding balances at the close of the two 


“previous years, are given in the following table: 
| 


: 
| 


March 31, 1959 March 31, 1960 March 31, 1961 


Government anmiuitieg yoke. i... ck eccdeces $ 1,105,825,000 $ 1,156,867,000 $ 1,199,123,000 
Public Service Superannuation Account.... 1,136,022,000 1,229,620,000 1,468,848 ,000 
Canadian Forces Superannuation Account.. 942,315,000 1,053 ,011,000 1,155,333 ,000 
Sn terrier teak eee eee 117,699,000 125,878,000 132,206,000 


$ 3,301,861,000 $ 3,565,376,000 $ 3,955,510,000 
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The following are summaries of the transactions in each of the accounts listed above 
during the year under review: 


Government Annuities: 


Balance: April 1, 1900°ss sree Faa e water heme en oes anes eee $ 1,156,867,000 
Add: 
Promiisme receby G0. hos ass vnc ee kos oe Parana $ 48,877,000 
Biers: CYOcita a... aanswus ao: << cl eek a eee aces sae ofc ee 44,584,000 
93,461,000 
1,250,328 ,000 
Deduct: 
Vested annuity and commuted value payments and refunds 50,571,000 
Transfer to Revenue of the excess over Fund valuation.. 634,000 
51,205,000 
Balunce,o Match «31, 19614 Gad... 2. Ab cwaweesiies hited o. Ce $ 1,199,123,000 
Public Service Superannuation Account: 
Balance, April“) 1900 =o. ek oi ier ee 2G eet es $ 1,229,620,000 
Add: 
Contributions. by «participants 0. 1VORe 2oc.ncecaacweuwkod $ 48,771,000 
Contributions by | Governmentig: Shige bo. cccki Sues tun 43,283,000 
PAGE « CKECIERTA Sek Ee olass ws ARR A tices to ghee ee ok 51,254,000 
Credit to adjust to estimated actuarial liability as at 
Liesember SY190T. 26s... « < ARE sia wene eee eee 137,661,000 
ROSE T Credits Care ee es ow och Ate oscitar ch basen 173,000 
—_—— 281,142,000 
1,510,762,000 
Deduct: 
ATA Day TEI tas ewiiee hicW7 iether ee ee, eee 35,241,000 
Withdrawals of wontributions N05. 006 ies ss sccdsawsees 6,319,000 
OlRerrcherges= syst ae ne |. in torre es aes fe ee 354,000 
rr 41,914,000 
Baange. Miabih: 33) 7 POGL tics oo Se aS el ns i) oe as an $ 1,468,848 ,000 
Canadian Forces Superannuation Account: 
Balance, Apoil 11060 «dni Shows wee bacc «ce ey ee ee $ 1,053,011,000 
Add: 
Crabrpiions, by particivanta 2..8..2:40002- eee ee $ 31,858,000 
Contrinitaons by Governinent ..~..<...ea ee. 40,550,000 
interesiiereditais; (290 R04 Si; eee eee ee 43,432,000 
Oi Alt eee een ae ae ae See Fe ea 296,000 
———__—__. 116,136,000 
1,169,147 ,000 
Deduct: 
Annuity payments yigedas. s:$... od ee ee 4,983,000 
Gratuities and withdrawal allowances ............-ecec05. 8,762,000 
Other gharges .. LV! ow... ROO ee. 69,000 
Suaienneiniaeeeemmeen 13,814,000 
Balente,March SlyS061s 12007)... ¥.. «ein ee $ 1,155,333,000 
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Comments on the year-end balances shown for the Public Service Superannuation 
Account and the Canadian Forces Superannuation Account are made in paragraphs 113 
and 114 of this report. 

Among the other balances included in the item “annuity, insurance and pension 
accounts” is the uninvested portion of the Unemployment Insurance Fund on deposit 
with the Receiver General—$17,556,000 at March 31, 1961. 


104. Undisbursed balances of appropriations to special accounts. The following is 
a listing of the balances comprising this item in the Statement of Assets and Liabilities, 
compared with the corresponding balances at the close of the two previous years: 


March 31, 1959 March 31,1960 March 31, 1961 


OE RN tls cs a ee es $ 59,878,000 $ 62,966,000 $ 67,533,000 
Railway Grade Crossing Fund .................. 22,560,000 31,196,000 34,050,000 
Perret (Art PU co. . s kev cdvnceaveccneesys 860,000 2,360,000 2,810,000 
eee Re ger id We PRE Wee oe ove du tele als 89,000 98,000 100,000 


$ 83,387,000 $ 96,620,000 $ 104,493,000 


During the year ended March 31, 1961 an amount of $50,000,000, provided by 
Vote 86 under the Department of External Affairs, was credited to the account for the 
Colombo Plan, while expenditures totalling $45,433,000 were charged to the account for 
aid given to countries in South and South-East Asia. 

Amounts totalling $15,000,000, provided under section 265 of the Railway Act and 
Vote 453 under the Department of Transport, were credited to the account for the 
Railway Grade Crossing Fund during 1960-61, while expenditures totalling $12,146,000 
were incurred in aiding in the cost of installation of protective devices at railway grade 
crossings, grade separations and reflective markings on the sides of railway cars. 
| During the year ended March 31, 1961 an amount of $3,450,000, provided by 
Vote 316 under the Privy Council Office, was credited to the account for the National 
Capital Fund, while amounts totalling $3,000,000 were charged to the account for pay- 
ments to the National Capital Commission to finance the cost of capital projects 
approved by the Governor in Council. 


105. Deferred credits. The following is an analysis of this item at the close of the 
1960- 61 fiscal year and at the close of the two previous years: 
March 31, 1959 March 31,1960 March 31, 1961 


Deferred interest on loans made under the United 


Kingdom Financial Agreement Act, 1946 ...... $ 44,174,000 $ 44,174,000 $ 44,174,000 
Deferred interest on loans to The St. Lawrence 

meawray: Atthorsty Wee. yo ak. 12,819,000 19,427,000 19,427,000 
Credits arising from the recording of agreements 

Dreamer Or TOWN ASSETS 26. ke ce eee eee 16,387,000 13,554,000 9,955,000 
Equity in agency account of Crown Assets Disposal 

MEN cou nas av cacdd hxc OREO) i. 6,199,000 5,603,000 4,929,000 
ree S00. Sipe ee. I GO od dee 1,850,000 1,203,000 588,000 


$ 81,429,000 $ 83,961,000 $ 79,073,000 
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106. Suspense accounts. The only large balance included in this item on the 
liabilities side of the Statement of Assets and Liabilities at March 31, 1961 was that of 
$4,586,000 at the credit of the Replacement of Materiel Account maintained pursuant to 
section 11 of the National Defence Act. Amounts credited to the Account during 
1960-61 for the proceeds of sales to other countries of “materiel not immediately 
required” totalled $3,963,000, while the amounts applied towards the procurement of 
materiel totalled $3,000,000. There was accordingly an increase of $963,000 in the balance 
of the Account during the year under review. 


107. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1961, in comparison with balances outstanding at the close of the two previous years, is 


as follows: 
March 31, 1959 March 31, 1960 March 31, 1961 


Bonds: 
Pe. S19) CCATEUIG. © crs: gos bs hole eee eee $ 13,777 ,302,000 $ 13,563,341 ,000 $ 14,002,751,000 
Pave 680 DOO ol ging Se irewllage ss o445.6 51,811,000 51,811,000 31,989,000 
Pavae ir NEW LOR accused wees sera: 150,000,000 150,000,000 - 98,175,000 
13,979,113 ,000 13,765 ,152,000 14,182,915 ,000 
sereamey Lie) Li, SURE 95S a tei eger as 3 1,595,000,000 2,125,000,000 1,935,000,000 


$ 15,574,113,000 $ 15,890,152,000 $ 16,067,915,000 


Of the bonds outstanding at March 31, 1961, the following issues fall due within 
the succeeding fiscal year: 


Loans.of May 1, 1958 and October'1, 1959, due May 1, 196) 2... 4 ...250270seae $ 300,000,000 
Conversion loan of September 1, 1958, due December 1, 1961 .................. 770,514,000 
Seventh Victory Loan of November 1, 1944, due February 1, 1962 .............. 53,473,000 


$ 1,123,987,000 


All of the $1,935,000,000 of Treasury Bills fell due within 180 days of the close of 
the fiscal year. 


Net Debt 


108. With the Liabilities amounting to $21,602,837,000 (paragraph 100) and the 
Assets to $9,165,722,000 (paragraph 89), the Net Debt at March 31, 1961 was 
$12,437,115,000. The following is an analysis of the Net Debt Account for the year under 
review: 


Balance, April 1,’ 1960.45 Shu. A4ce ee edit a a $ 12,089,194,000 
Add—Deficit for the fiscal year 1960-61: 
PIRPONGIULE 4 < ocece baxve veo vod ors a> SOR. Jee $ 5,958,061,000 
Phevenue. EA Meee is. y iach Bak cash aida ean 5,617 640,000 
a See ee. Cee 340,421,000 
12,429,615,000 
Add—Write-off of balance of 1957-58 advances to Canadian 
National Hatlwaye ......... PIAL Ge sevkews os 4nceeel 7,500,000 


Batanees, Disren’ 38-7080 4. ve, o, A A he eae ctds $ 12,437,115,000 
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The special charge of $7,500,000 to the Net Debt Account during the year under 
review, as shown above, clears the balance that had remained of advances made under 
the Canadian National Railways Financing and Guarantee Act, 1957, when the company’s 
1957 deficit of $29,600,000 was recognized to the extent of only $22,100,000. The reason 
was that, for the purposes of the settlement then made, the Government had disallowed 
a supplementary depreciation charge of $7,500,000 that had been recorded in the 
company’s accounts in recognition of the obsolescence that was occurring as a result of 
the prospective early retirement of steam locomotives and their replacement by diesel 
power. The write-off of the balance was provided for by Vote 565, 1960-61. 


Comments on Asset and Liability Items 


109. As indicated in paragraph 87, the Statement of Assets and Liabilities required 
to be included in the Public Accounts by the Minister of Finance, under section 64 of 
the Financial Administration Act, is required to be certified by the Auditor General. The 
Statement as at March 31, 1961 has been certified, subject to the comments in the fol- 
lowing paragraphs. 


| 110. Loss on transactions of the Agricultural Products Board. Included among the 
| current assets, in the item “departmental working capital advances and revolving funds’, 
1s a balance of $4,861,000 representing the net loss sustained in the purchase of agri- 
cultural products by this Board during the year under review. Under the authority of 
the Agricultural Products Board Act, ¢.4, R.S., the Governor in Council, on May 5, 
1960, authorized the Board to purchase whole milk powder as a means of reducing butter 
production, and the Board thereupon purchased $7,257,000 worth of the product. This 
_was transferred to the Department of External Affairs for purposes of a donation to an 
international relief agency. The Department assumed $2,343,000 of the cost, leaving 
$4,914,000 to be borne by the Board. This was offset to the extent of $53,000 by a net 
credit resulting from other transactions, leaving the net loss of $4,861,000 already 
mentioned. 

In the Audit Office view, a parliamentary appropriation should have been sought 
| to authorize the recording of this loss as a charge to Expenditure during the year. 


111. Advances to the Exchange Fund Account. In paragraph 91 reference is made 
to the unrecorded deficiency of $154,042,000 between the advances to the Exchange 
Fund Account, included in full as an asset in the Statement, and the market value of 
‘Investments from advances at the year-end. This deficiency represented: 


| 
| 


(a) Net loss on dealings in gold and foreign currencies and securities and on 
revaluations of gold and foreign currencies since establishment of the Ex- 


NR SER AEE BO LE oo aida nee pe a node 4s ¥gae'e ae ages nung eines wes $ 133,283,000 
(b) Exchange loss arising from valuation of United States dollar and gold holdings 
at the exchange rate of $0.98 29/32 Can. = $1 US. at March 31, 1961 .......... 20,759,000 


$ 154,042,000 
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In last year’s report reference was made to the $136 million portion of the deficiency 
as at March 31, 1960 that had accumulated as a result of dealings in gold and foreign 
currencies and securities and on revaluations of gold and foreign currencies to that date, 
and which thus represented a cost of exchange management over the period since the 
establishment of the Account. The opinion was expressed that the amount should be 
written off in the accounts of Canada, with parliamentary authority. This matter was 
considered by the Public Accounts Committee in the course of its 1961 meetings and 
in its Fifth Report, 1961 (paragraph 78), the Committee recommended: 

“that the Minister of Finance be requested to submit to the Committee at the next 
Session a report dealing with the desirability of writing off the amount in the accounts, 
with appropriate parliamentary authority, for example against the reserve for losses 
on realization of assets. The importance of the problem is such that your Committee 
believes that at the next Session of Parliament it should give special attention to 
the problem, including the question of transferring annually to the Consolidated 
Revenue Fund the realized profits or losses from trading operations and re-evaluation 
of holdings.” 


112. Land acquired for development of Cornwall Navigation System. Included 
among the balances listed in Schedule “G” supporting the asset item “other loans and 
investments” in the Statement of Assets and Liabilities is $1,710,566 for “Land for 
development of the Cornwall Navigation System’. This balance represented the cumu- 
lative total of expenditures for the purchase of land in the township of Cornwall, com- 
menced by the Department of Transport in 1955-56 when there was a possibility that 
the land might be required for the construction of a canal in the township in the event 
of a decision to complete the St. Lawrence Seaway entirely within Canada. Additional 
expenditures were incurred during the fiscal years 1956-57 to 1959-60 inclusive, until 
they totalled in all the $1,710,566 now standing in the account. The land thus acquired 
was transferred to The St. Lawrence Seaway Authority on April 1, 1959, with the 
approval of the Governor in Council, and its value is included among the assets in the 
balance sheet of the Authority as at December 31, 1960. 

Since the expenditures incurred for the canals and other properties that were also 
transferred to the Authority were written off as Expenditure and are not included as 
assets in the Statement of Assets and Liabilities, it is the Audit Office view that the 
balance in the asset account referred to above should now be written off with due par- 
hamentary authority. 


113, Public Service Superannuation Account. In last year’s report mention was 
made of the fact that the balance of the Public Service Superannuation Account, form- 
ing part of the “annuity, insurance and pension accounts” item in the Statement of 
Assets and Liabilities as at March 31, 1960, included $139 million that had resulted from 
a bookkeeping entry made in a previous year, and which had set up an offsetting ‘asset’ 
item called “unamortized portion of actuarial deficiency—Public Service Superannuation 
Account”. 

In the summary given in paragraph 103 of this report of the transactions in the 
Public Service Superannuation Account during the year under review, a credit of 


en 
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$137,661,000 is shown as having been made to the Account to adjust the balance to the 
estimated actuarial liability as at December 31, 1957. This bookkeeping credit, added 
to the $139 million similarly recorded in the Account previously, has had the effect that 
the balance of $1,469 million includes $276,661,000 which is offset by another item on 
the Statement. In other words, to this extent the balance did not result from government 
contributions provided through charges to Expenditure under the authority of section 
32 of the Public Service Superannuation Act or appropriations (see also paragraph 59). 

In the Audit Office view, as was mentioned in last year’s report—as well as in earlier 
reports—the Account should have been credited (in addition to amounts contributed 
by participants) only with amounts provided for by section 32 of the Public Service 
Superannuation Act or by appropriations, the actuarial deficiency at the year-end being 
disclosed simply by means of a footnote to the Statement. 


114. Canadian Forces Superannuation Account. In last year’s report it was noted 
‘that the balance shown in the Statement of Assets and Liabilities as at March 31, 1960 
included $326,300,000 that had resulted from a bookkeeping credit made in the pre- 
ceding year, with a corresponding charge being made to the offsetting ‘asset’ account 
entitled “unamortized portion of actuarial deficiency—Canadian Forces Superannuation 
Account”. 
| As in the case of the Public Service Superannuation Account, and as mentioned 
in last year’s report, it is the Audit Office view that amounts (additional to contribu- 
tions by members of the Forces) should be credited to the Account only as provided 
for by section 24 of the Canadian Forces Superannuation Act or by appropriations (see 
also paragraph 59). 

f 


| 115. R.C.M.P. Benefit Trust Fund. The balance at the credit of this Fund, included 
in the liability item “deposit and trust accounts”, was $284,162 at March 31, 1961. The 
Fund was operated for many years under legislation which preceded the enactment of 
the Royal Canadian Mounted Police Act, ¢.54, 1959, and is now operated under that 
Act, section 23 of which provides that all moneys accruing to members of the Force 
through the medium of fines, proceeds of forfeitures and seizures, fees, costs, ete., and 
all gifts and bequests to the Force, if converted into money, shall be paid to the Benefit 
Trust Fund. The section further provides that the Fund shall be used: 


“(a) for the benefit of members and former members and their dependents, as the 
| Governor in Council may prescribe; 
| (b) for the making of loans to members of the force; and 


(c) as a reward, grant or compensation to any person who assists the force in the 
performance of its duties in any case where the Minister is of opinion that such 
person is deserving of recognition for the service rendered.” 


Originally the Fund was used principally as a means whereby the Force could look 
ifter cases of distress among its members and their dependents. For many years, how- 
‘ver, it has been used mainly for the distribution of an annual amount to each member 
f the Force. Thus, $194,355 of the total payments of $195,441 that were made from 
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the Fund during the year ended March 31, 1961 was distributed equally among the 
members in the amount of $35 each. Although the amount is small in relation to salary 
payments, reference is made to the matter because it appears doubtful that the legisla- 
tion contemplates that the Fund be used to supplement the pay of members of the 


Force in this way. 
We have been informed that it is the intention to utilize the Fund in future for 


the purpose of making interest-free loans and grants for the benefit of the members. 


116. Unemployment Insurance Fund. It was mentioned in last year’s report that 
the Unemployment Insurance Commission is not required by statute to prepare annual 
financial statements subject to audit. In its Fifth Report, 1961 (paragraph 82) the Publie 
Accounts Committee took note of this and recommended 

“that the preparation of such statements, along the lines of those published at 
page P-19 of the Public Accounts for 1959-60, be made a statutory responsibility of 
the Commission, and that they be required to be reported upon by the Auditor 
General”’. 


The financial statements of the Commission for the year ended March 31, 1961, com- 
prising a balance sheet and a statement of revenue and expenditure, are given in the 
Public Accounts (Volume II, page 17-15). The balance sheet thus published shows a 
balance of $184,685,000 at the credit of the Fund as at March 31, 1961, after absorbing 
a $181,207,000 excess of expenditure over revenue for the year. Assets of the Fund 
included investments in Government of Canada and Canadian National Railways bonds, 
carried in the accounts at an amortized cost of $245,166,000. The market value of these 
securities at the year-end was, however, only $205,751,000, representing a potential loss 
to the Fund of $39,415,000. At the year-end, bonds with an amortized value of 
$82,478,000 were pledged as security for loans of $67 million from the Department of | 
Finance. | 
In his budget speech on June 20, 1961 the Minister of Finance stated than 
“the entire portfolio of the Unemployment Insurance Fund will in due course be taken — | 
over by the Treasury at book values, and in exchange the fund will acquire interest- 
bearing but non-marketable bonds which may be redeemed by the government as re- 
quired on thirty days’ notice”. | 
The following is a summary of the expenditure and revenue of the Fund for the | 


year ended March 31, 1961 in comparison with the corresponding amounts for the two ! 
previous fiscal years: 


1958-59 1959-60 1960-61 
Expenditure: 
Benet payments peg. cs eye caps neues $ 478,631,000 $ 415,234,000 $ 513,906,000 
Interest on advances from the Minister of 
Pinaiecss, 5)... Alsaomedal. weds. hae 1,517,000 403,000 
478,631,000 416,751,000 514,309,000 
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1958-59 1959-60 1960-61 
Revenue: 
Contributions from employers and employees .. 185,487,000 228 616,000 275,273,000 
Contributions by Government of Canada ...... 37,097,000 45,723,000 55,055,000 
ee TCR eee a pe 21,773,000 16,907,000 10,043,000 
Less: Loss on sale of securities .............. 10,115,000 8,414,000 7,269,000 
11,658,000 8,493,000 2,774,000 


234 242,000 282,832,000 333,102,000 


Excess of expenditure over revenue, representing 
decrease in balance at credit of the Fund ...... $ 244,389,000 $ 133,919,000 $ 181,207,000 


In last year’s report an outline was given of the broadened coverage which had been 
effected over the years and the resultant decrease in emphasis on insurance principles 
recognized when the Unemployment Insurance Fund was first established. Failure to 
make provision for increased contributions commensurate with the additional cost. of 
seasonal benefits was also noted as contributing to the decline in the Fund’s balance. 
During the year under review, no changes were made in the Act or Regulations to alter 
the conditions outlined in last year’s report. 

Aware of an apparent increase in the number of improper claims and abuses to 
which the Fund was being subjected, the Commission increased its investigation-enforce- 

ment staff during the year by over 50%, to a total of 122, with considerable effect. Penal- 
ties imposed on claimants for false or misleading statements numbered 30,044 compared 
with 16,851 in the preceding year. 

The Public Accounts Committee, in its Fifth Report, 1961 (paragraph 81) recom- 
mended “that the Auditor General give consideration to the advisability of increasing 
the scope of his examination of unemployment insurance fund transactions in the 
field”. A moderate increase has taken place, and is continuing, in the number of field 
examinations made by the Audit Office of regional and local offices of the Unemploy- 
‘ment Insurance Commission. 


Crown Corporations 


117. Section 85 of the Financial Administration Act requires that each Crown 
corporation prepare, in respect of each financial year, a balance sheet, a statement of 
income and expense and a statement of surplus “containing such information as, in the 
case of a company incorporated under the Companies Act, is required to be laid before 
the company by the directors at an annual meeting”. 

118. Section 87 of the Financial Administration Act requires the auditor of an 
agency or a proprietary Crown corporation to report annually to the appropriate 
Minister the result of his examination of the accounts and financial statements of the 
relative corporation, and the report is required to state whether, in the auditor’s opinion: 


) “(a) proper books of account have been kept by the corporation; 


| 
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(b) the financial statements of the corporation 
(i) were prepared on a basis consistent with that of the preceding year and are 
in agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 
(iii) in the case of the statement of income and expense, give a true and fair view 
of the income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been 
within the powers of the corporation under this Act and any other Act applicable 
to the corporation.” 


In addition, the auditor is required to call attention to any other matter falling within 
the scope of his examination that in his opinion should be brought to the attention of 
Parliament. 


119. Section 87 of the Act further requires that the annual report of the auditor be 
included in the annual report of each corporation, and section 85 directs that such annual 
report be laid before Parliament by the appropriate Minister within fifteen days after he 
receives it from the corporation or, if Parliament is not in session, within fifteen days 
after the commencement of the next ensuing session. 

The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Public Accounts. 


120. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1961: 


Corporation Reporting Minister 
Agency corporations: 
Atomic Energy of Canada Limited: ....1... 9.00. 7.48.8 Veterans Affairs 
Canadian Arsenale Limitéd’!2 20), n+ Nae pe Defence Production 
Canadian Commercial Corporation «1.4, ...:+assaeeneds Defence Production 
Canadian Patents and Development Limited ........... Veterans Affairs 
Crown Assets Disposal Corporation .............s.eeee. Defence Production 
Defence Construction (1951) Limited .................. Defence Production 
The National Battlefields Commission ..............06. Northern Affairs and 
National Resources 
National Capital Commission ..., ).do.9 04 ree ee Public Works 
National Harbours Boatd 2)... 2) 2. (eee 9 Transport 
Northern Canada Power Commission ..............200- Northern Affairs and 
National Resources 
Park Steamship Company Limited .................06. Transport 
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Proprietary corporations: 
Canadian Broadcasting Corporation ................... National Revenue 
Canadian National (West Indies) Steamships Limited ... Transport 
Canadian Overseas Telecommunication Corporation ..... Transport 
Cornwall International Bridge Company Limited ........ Transport 
BUOUrAGe Aviation Tied 6 ieee aes a. Trade and Commerce 
Eldorado Mining and Refining Limited ................ Trade and Commerce 
Export Credits Insurance Corporation ................. Trade and Commerce 
Parry @roditeCarporation 90, 014). 3000. e724 ep tiers Agriculture 
Northern Transportation Company Limited ............ Trade and Commerce 
| Piven orporavion Limited ......<......esceeecue... Defence Production 
| The St. Lawrence Seaway Authority ................... Transport 


Boe en Trade and Commerce 


121. The accounts of the following Crown corporations and other public instru- 
‘mentalities were not examined by the Auditor General during the year under review: 


) 


Reporting Minister 
| PE SN at Be 


RRR INP Pie Netra ip Wists! 4 wis end sae x Sie AMAK Grea Weare 4 Finance 

| Seomadian National Railways, ... oc ccc coeds ochc need cece Transport 
The Canadian National Railways Securities Trust ...... Transport 
moe temendinn Wheat Board. {00892 4.0) eb Ue. do Agriculture 
Central Mortgage and Housing Corporation ............ Public Works 
penusirial Development Bank .. 2.06.65 06 ees. maceneess Finance 


Pane omatn mir times Oy ie Soy). Transport 


| 122. The paragraphs that follow treat, in turn, with the various Crown corporations 
audited by the Auditor General. An introductory comment describes briefly the origin 
and nature of the activity and is followed by: comments regarding the Crown’s equity 
in the corporation, noting any change during the year; a summary of the operations 
for the financial year in comparison with the preceding year; and any other matter 
which it is felt might be of interest to the House of Commons. 


Agency Corporations 


123. Agency corporations are responsible, in general, for the management of procure- 
ment, construction, service or disposal activities on behalf of the Crown. 


124. Atomic Energy of Canada Limited. This company was incorporated in 1952 
under the Companies Act, 1934, pursuant to authority contained in the Atomic Energy 
Control Act, c.11, R.S., for the purpose of carrying out research and development in 
nuclear power technology and allied fields and to promote the uses of atomic energy. 
The head office of the company is located in Ottawa and its operations are con- 
ducted at Chalk River and Deep River, Ontario, where nuclear reactors and laboratories 
are maintained. A commercial products division, located in Ottawa, is responsible for 
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the sale of beam therapy units, radioactive isotopes and other allied products. At the 
close of the year the company had two nuclear power stations under construction, one 
a demonstration project at Rolphton, Ontario, and the other a large generating station 
at Douglas Point, Ontario. Plans for the engineering and development of the nuclear 
power plants under construction are being prepared at an office located in Toronto, in 
co-operation with the Hydro-Electric Power Commission of Ontario. Plans are under 
way for the establishment of additional research and development facilities in Manitoba. 

The Crown’s equity in the undertaking totalled $62,255,000 at March 31, 1961, 
which compared with the position at the end of the previous year as follows: 


As at March 31 


1961 1960 
Tae Tor LODE cL), cy. Seats BME SL Cee ee eco ees ote ree $ 5,730,000 $ 5,374,000 
Loan for construction of generating station: ...<. s+ 166. < teenon fa sae ee 1,205,000 
Capital etotiii ia. 2208. OTe iT tote. ALT. Oa 54,000,000 54,000,000 
Retained) earings «8. seaerddy. (acd WRAP eee ee eee 1,320,000 1,695,000 


$62,255,000 $61,069,000 


Although the company’s research program is principally financed by parliamentary 
appropriations, these are supplemented to a certain extent by transfers from earnings 
retained from commercial operations, etc., as shown in the following summary of income 
and expense for the past two years: 

Year ended March 31 


1961 1960 
Research Program—Operating 

Expense 
Research “and development 7): .u.0-c ss eee ee, eee $ 8,477,000 $ 7,955,000 
Operation ‘of Yesearch facihities eer it . 0)... HORI. 1,943,000 1,690,000 
Engineering. services rina. 2. dee geniadil. elt of. deatebat tn 4,852,000 4 352,000 
TV Geienr newer fiat tte ca! ae ok eusld aatee eeoieal meioe 4,674,000 1,668,000 
GEST iris amen amr Sn Er ee MOEA Es vale we dedicat = |. 2,893,000 2,791,000 
Other expensed 25 tees lee ee eee 1,583,000 1,591,000 
24,422 000 20,047,000 
Income: Gross income from housing, hospital, transportation, ete... 1,324,000 1,436,000 
Heoess' Of “expense over income = 1... 0 Ny An) ed cone oe .$23,098,000 $18,611,000 


Provided for by: 


Parliamentary approprintion. \,.. ocisiicrrs. . Yen @2e0P hee. le, ee $23,110,000 $19,583,000 
Less: Unexpended balance refundable to the Government of 
See eer ry mete er ree ee Wns ee Se 12,000 972,000 


$23,098,000 $18,611,000 | 
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Year ended March 31 


1961 1960 
Research Program—Capital 


Expense: Construction of building and acquisition of equipment... .$16,120,000 $11,527,000 


Provided for by: 


BC URE BUT OOTIN ION oo cial sine Abin B4iFeed used oee.e ernie #ceshaaeseas $15,081,000 $10,797,000 
SIRNA Se NUE os sc C VET ise css cass. ses cee cs.... 1,039,000 730,000 


$16,120,000 $11,527,000 


Income 
pigs il ey thee nln he bly rel ian nie Ree aes Net nae ale $ 3,402,000 $ 2,929,000 
Metta, PHS: ime oh geile bata o aus we 291,000 225,000 
3,693,000 3,154,000 

Expense 
| re OE he Sak ALIN a koe ba cc syn hak ks 2,163,000 1,538,000 
| PeveTOU PANO UeVEIOpIent Pots, nas ee ee eG 274,000 218,000 
| ts ACLS eh wliauaos.. comida dads 669,000 558,000 
| EES TICS I OS ae, een aera 348,000 315,000 
| 3,454,000 2,629,000 
Excess of income over expense, credited to retained earnings ...... $ 239,000 $ 525,000 


The sale of material irradiated in the NRU reactor, and the related costs, are subject 
to a classified international agreement and are therefore not reflected in the above 
summary. 

Research operating expense increased by $4,375,000 during the year ended March 
31, 1961 over the preceding year, largely accounted for by the following increases: 
salaries and welfare benefits, $1,092,000; professional and special services, $737,000 : 
and contract expenditures, $2,332,000. The increase in professional and special services 
s largely attributable to the payment of $522,000 for engineering services in connection 
with the power reactor at Douglas Point. Contract expenditures increased principally 
dy reason of additional contracts with industry for development and engineering studies. 
|” The management approved inventory write-downs totalling $282,000 during the 
year in stocks of radium, actinium, beam therapy units and other materials, having 


‘egard for prevailing market conditions and the unfavourable rate of turnover of the 
/ 
tems. 


The undepreciated cost of plant and property as shown on the company’s balance 
heet at March 31, 1961 was $34,368,000. At that time, recovery of the capital cost 
hrough depreciation of the company’s NRU reactor amounting to approximately $25 
nillion was dependent on terms of the renewal of a classified agreement then under 
tegotiation. It is now known that the terms of the agreement will not provide for any 
urther recovery of depreciation costs and therefore the undepreciated value of the 
eactor will have to be written off. 
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125. Canadian Arsenals Limited. Canadian Arsenals Limited was incorporated in 
1945 under the Companies Act, 1934, pursuant to authority contained in the Department 
of Reconstruction Act, c.18, 1944. Among the objects of the company are the operation, 
maintenance and supervision of arsenals and other plants for the production of military 
stores and equipment. In fulfilment of these responsibilities, the company is also charged 
with the maintenance of physical facilities and manufacturing skills in such a manner 
as to enable it to extend operations on short notice. 

The company is the custodian of nine government-owned plants constructed prior 
to or during World War II, with eight maintained partially in a stand-by condition 
and one now idle. The total cost of all plants was in excess of $100 millon. 

At March 31, 1961 the company’s operations were financed by advances of 
$11,162,000 from the Department of National Defence in respect of orders placed, 
advances of $6,000,000 from the Defence Production Revolving Fund (reduced from 
$7,500,000 at March 31, 1960) and advances of $7,500,000 from the Minister of Finance 
for working capital purposes. 

Funds are provided by parliamentary appropriations to meet capital requirements 
for equipment, construction and improvements. The capital budget for 1960-61 totalled 
$282,000, with actual capital expenditures amounting to $237,000. The unexpended 
balance of $45,000 drawn down in excess of actual expenditures was refunded to the 
Receiver General of Canada in May 1961. 

The following is a comparative summary of the results of operations for the past 
two years: 


Year ended March 31 
1961 1960 
Income 
Wale, SW Rosia desk wae eect cilantro «Aer he Len Un ae een ee $21,275,000 $25,049,000 
Niisesllaneous: cies aitcwskins SRE Seo Dees nds deemew orate cae cenee 518,000 432,000 
21,793,000 25,481,000 
Expense 
Cost of sales—including indirect labour and other overhead expenses 
BDBOTDED ek ee PA Cae eee rs ob be eS EATER re he a ee eee 18,395,000 20,966 ,000 
Indirect labour and other overhead expenses not absorbed in cost 
i a a a A ae ee cok el ee 5,438,000 5,754,000 
APONTE UR PERTTI 6 os xv 'ds Bred k Ue ee nie Sie Na ORO eee ee 879,000 821,000 
24,712,000 27,541,000 
PIRCees Gl CRDCHNG OVE TAGOING. v.45 ia occ ne lees he eats CoD ae eon eee $ 2,919,000 $ 2,060,000 


There has been a steady decline in sales over the past seven years, from $81 million 
for the year ended March 31, 1955 to $21 million for the year ended March 31, 1961. 
This decline in activity and in sales, coupled with the company’s obligation to maintain » 
the government-owned plants in partial stand-by condition, has necessitated funds being — 
annually appropriated by Parliament towards the cost of administration and operation 
of the company over the past several years. During the year under review, a total of — 
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$2,849,000 was appropriated for this purpose, $1,349,000 by Vote 73 of the Main 

Estimates and $1,500,000 by Vote 509 of Further Supplementary Estimates (2). 
Overhead expenses for the year totalled $11,803,000, of which $6,365,000 was 

included in cost of sales. It has been the company’s practice to calculate this portion of 


- overhead expenses on direct labour costs at rates which theoretically would have absorbed 
all overhead expenses if all plants had been operating on a normal one-shift basis. The 


extent to which these rates were not sufficient to recover overhead costs, namely 


$5,438,000, shown in the above table as indirect labour and other overhead expenses 


not absorbed in cost of sales, can be largely attributed to idle capacity of production 


— facilities. 


The net working capital of the company decreased by $1,589,000, from $14,138,000 
at March 31, 1960 to $12,549,000 at March 31, 1961. This decrease was occasioned largely 
by the refund of $1,500,000 to the Defence Production Revolving Fund already referred 
to. During the year inventories of raw materials, work-in-process and finished goods 
were reduced by $4,579,000, or 21%, from their level at March 31, 1960. 

It was noted during the course of the audit that funds considerably in excess of 
current operating requirements were deposited during the year in a non-interest-bearing 


bank account, and the recommendation has been made to the board of directors that 


such surplus funds be invested in short-term securities to the extent that they are not 
used to reduce further the advances from the Defence Production Revolving Fund. 

It was also noted that a cheque for $46,444 in favour of the Receiver General of 
Canada, received in February 1961, remained undeposited until November. We were 


informed that the reason for this was that the amount of the remittance could not be 


reconciled with the balance in the company’s records of a deposit with a supplier, and 


the officer involved held the view that to deposit the cheque would be an acknowledg- 


Ment that the remittance was accepted in full settlement of the account. In our view, 
the cheque should have been deposited promptly upon its receipt and the amount 


credited to a suspense account pending reconciliation of the accounts. 

Another point was that under agreements which the company has with the Depart- 
ment of Defence Production for the storage of materials, the company paid $10,295 to 
the Department covering reimbursement for a shortage of materials which developed 
between August 1954 and October 1959, when a physical examination revealed this dis- 


crepancy which could not be accounted for. 


In November 1960 a firm of management consultants was engaged by the Depart- 
ment of Defence Production, with Treasury Board authority, to undertake a study of 
the organization of Canadian Arsenals Limited, the efficiency and cost of its manu- 
facturing operations and various other aspects of its activities. We understand that the 
‘final report of the management consultants has not yet been submitted. 


126. Canadian Commercial Corporation. This corporation was established in 1946 
under the Canadian Commercial Corporation Act, now c.35, R.S., its basic function 
being the provision of procurement services in Canada for the governments of other 
countries and for international organizations. The corporation’s main customer is the 
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United States Government, but a considerable volume of purchasing of Canadian-made 
goods is carried out on behalf of the Department of Trade and Commerce in connection 
with Colombo Plan projects. The corporation’s head office is in Ottawa, with a branch 
office in Washington. 

The Crown’s equity in the corporation at the year-end consisted of $7,000,000 of 
working capital advances (an increase of $1,000,000 during the year) together with a 
surplus account balance of $811,000. At the year-end the corporation’s agency account 
showed $2,045,000 for obligations to principals, representing advances from various 
governments and international organizations. 

The following is a comparative summary of the income and expense of the corpora- 
tion for the past two years: 


Year ended March 31 
1961 1960 
Income 
Purchase stirchargest ies ot. A. A, GI A cs 2 es $ 159,000 $ 136,000 
interest farmed! dios east evel cashes bem ok aly Ae See eee ee 55,000 74,000 
CL TOA Pe ONL RL RE Oe Bey a POMS ORE. RINE Tak oe or 50,000 17,000 
Ree BOER cc core sie ce ga ct aets vests de wadlanen Milet- eee ete ene 5,000 
269,000 227,000 
Expense 
Saleries cand. living allowances. ic «0h Gi EW eet a ee 283,000 235,000 
CVE Feee ERTICTINE Geli « GW ahe Zatiu age a a whe S Pane e Grea a ea ee aaa A eres 75,000 59,000 
358,000 294,000 
THEIR EGE i dee ate dines SoG Boe nk ah Dee oe wot eee egal te eee eee $ 89,000 $ 67,000 


The audit report to the Minister of Defence Production for the year ended March 
31, 1960 referred to certain advances having been made to a supplier, in excess of those 
normally provided, to enable a project to be completed, and mentioned that repayment 
of the advances would be dependent on settlement of a claim for contract adjustment 
made by the corporation to its customer. During the year under review, an over-all 
settlement was effected with the customer and an increased contract value was negotiated 
with the supplier sufficient to cover the advances. As a result, no loss has been suffered 
by the corporation except for interest on advances to the supplier, amounting to $137,500, 
waiver of which was approved by the board of directors. 

As already indicated, a substantial portion of the corporation’s purchasing is carried 
out on behalf of the United States Government. Under a reciprocal agreement with 
the United States, no surcharges are levied on this business. Income from surcharges on 
other business, although slightly higher in the year ended March 31, 1961 than in the 
preceding year, has declined in recent years to the point where successive annual losses 
have been experienced which have had to be absorbed by the accumulated surplus of — 
prior years. As it is anticipated that this situation will continue, the board of directors 
has recommended that an arrangement be sought whereby annual losses would be made 
good from funds appropriated by Parliament. 
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127. Canadian Patents and Development Limited, Section 17 of the Research 
Council Act, ¢.239, R.S., provides for the incorporation of one or more companies by 
the National Research Council for the purpose of exercising certain of the powers con- 
ferred upon the Council. Pursuant to this authority, Canadian Patents and Development 
Limited was incorporated in 1947 under the Companies Act, 1934, for the purpose of 
developing and making available to industry, through licensing arrangements, the in- 

ventions and new processes developed by the Council. The services of the company, 
whose head office is in Ottawa, are also available to government departments, publicly 
supported institutions and universities. The staff of four at March 31, 1961 consisted 
of employees of the Council, which is reimbursed for their services. 

The Crown’s equity in the company at March 31, 1961 amounted to $311,000, con- 
sisting of $296,000 of capital stock and surplus of $15,000. 

A comparative summary of the company’s income and expense for the past two 


years follows: 


| Year ended March 31 


| 1961 1960 
Income 
meawettien, leensing ices, OG, ... 005. ...,...se.cceececesceece...... $ 191,000 $ 180,000 
Less: Costs of licensing rights and related technical assistance, etc. 29,000 118,000 
162,000 62,000 


er emuncraa ame tert Sic. ck Ore Ph s 11,000 . 10,000 


173,000 72,000 


| Expense | 
| NN ae SN ice ew so cbS de seen bs 26,000 12,000 
Patent attorneys’ fees and other PATERE EXPENSES 22.56. ccs ecu. 29,000 27,000 
| Awards to inventors Se Peen eT aON AEG a SHR sig alla Vn te Als d ed Cec acus ae 13,000 5,000 
asreetDONeatdeaner.. 8s. SA ei liso. Leen 13,000 6,000 
{ ——_—____ oa 
| 81,000 50,000 
| Net profit ....... Soe ee rr oo $ 92,000 $ 22,000 


| The decrease of $89,000 during the year under review in the costs of licensing rights 
and related technical assistance, etc., was largely due to the termination of certain con- 
acts for aircraft and engines under which the proceeds of licences were required to 
oe remitted to the United Kingdom patent holders. The corresponding reduction in 
neome is not reflected in the above summary because the increased income from other 
ources more than compensated for the reduction. 


_ 128. Crown Assets Disposal. Corporation. In 1944 the Surplus Crown Assets Act 

stablished the War Assets Corporation, and a 1949 amendment to the Act provided 

hat thereafter the corporation was to be known as Crown Assets Disposal Corporation. 

Vith certain specified exceptions, the corporation is responsible for the disposal of the 
98722-2—5 
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surplus assets of all government departments and most of the Crown corporations and 
other agencies. In addition, agreements have been entered into for the disposal of sur- 
plus United Kingdom and United States property located in Canada. The head office 
of the corporation is in Ottawa and sales offices are maintained in a number of other 
Canadian cities. 

During the past two years the corporation was authorized to retain 4% of the net 
proceeds of sales and other moneys received from sales of land and buildings, and 107% 
of the net proceeds of all other sales and of other income to meet its administrative costs. 
The following is a comparative summary of the income and expense for the past two 


years: 
Year ended March 31 
1961 1960 
Income 
Percentage of net proceeds of sales made and of other income 
arncd.o Ste. BBRi a. ce cineecins e5 she) See SE) ee eR roe RG Cs $ 810,000 $ 738,000 
Expense 
BinlariGd” ... aiive’sdy > ulla® qpieamidoue aes mieinns heh inno Tea Aas aaa 451,000 435,000 
Employees’ welfare benefits ........-..sseeeeeeeecececeeeeneeescere 42,000 42,000 
Scere SRE LAO, hI eS «(Lins at ccmssaraiinna bee etajha tae Hole apelin ge ireneme Beret 40,000 43,000 
Telephones, telegrams and postage .......++esseeeeee essere eeceeecs 29,000 28,000 
Printing, stationery and office supplies .........+e esses reece eee eees 27,000 24,000 
jh | eee ee nthe Masten eee yore be er Sire here el toe ido: 15,000 14,000 
CURE (EXONSES: 6c ikd cid inks huis dn mina etin alan eae eee 12,000 19,000 
616,000 605,000 
Excess of income Over CXPEDSE ....... see cece cece eee e cece teeeeeeees $ 194,000 $ 133,000 


A general salary increase during the year more than offset the savings effected by a 
staff reduction of eight persons. 

In 1959 the corporation was directed, pursuant to section 81 of the Financial 
Administration Act, to pay to the Receiver General from time to time, but at intervals 
of not longer than six months, all of the surplus in its general account in excess of 
$100,000. Consequently, the $194,000 excess of income over expense for the year under 
review has been paid to the Receiver General, leaving the surplus balance at the level 
of $100,000. | 

The equity of the Government of Canada in the corporation’s agency account was 
$4,929,000 at March 31, 1961 compared with $5,657,000 at the end of the preceding year. 
To the extent of $4,692,000 the former amount was represented by receivables under 
long-term interest-bearing sales agreements. 

A comparative summary of the transactions in the agency account during the past 
two years follows: | 
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Year ended March 31 
Sstindicacksnteene erate ee 


1961 1960 
Proceeds from sales, ete.: 
OE Eade ec ecececee eee. $ 7,908,000 $ 7,393,000 
5 oy oa nce 1,471,000 1,012,000 
ES SE SEO Sr ae 198,000 233,000 
| 9,577,000 8,638,000 
Less: Direct costs relating to sales .................0....0......... 55,000 90,000 
9,522,000 8,548,000 
Deduct: 
Percentage of net proceeds from sales, etc., retained by the corporation 810,000 738,000 
Remittances to: 
eevever Geum of-Canade PRIM Over ninsha fn qaioomn 8,118,000 7,500,000 
| Beal « Sereeetey- Marve: Bye lnewae vynares nevireeetecdes dees 1,368,000 863,000 
| 9,486,000 8,363,000 
10,296,000 9,101,000 
| Reduction in equity of the Government of Canada and others ...... $ 774,000 $ 553,000 


| 


| In the report made to the Minister of Defence Production under section 87 of the 

Financial Administration Act on June 16, 1961, covering the examination of the accounts 
| of the corporation for the fiscal year ended March 31, 1961, it was pointed out that 
during the year a firm of management consultants, retained by the management, had 
completed an examination of the operations of the corporation. As a result of this 
examination, a number of recommendations designed to effect operating economies were 
‘submitted to and accepted by the management. These were put into effect progressively 
during the year and, as is indicated above, while the volume of business handled showed 
an increase over the preceding year, expenses remained approximately the same. 


129. Defence Construction (1951) Limited. This company was incorporated in 1951 
under the Companies Act, 1934, pursuant to the authority contained in section 7 of the 
Defence Production Act, now ec. 62, R.S. It is responsible for awarding and supervising 
‘contracts for defence construction. The head office is in Ottawa and there are branches 
at other cities in Canada and an overseas office in Paris. 

| Since the company makes no payments in connection with the construction contracts 
it awards and supervises, no provision is required for working capital other than for 
its net expenditure which is financed by means of annual parliamentary appropriations. 
Payments on the contracts supervised by the company are made principally by the 
Comptroller of the Treasury out of funds provided for the purpose by annual appro- 
priations for the Department of National Defence, and amounted to $89 million in 
1960-61 compared with $103 million in the preceding year. 

98722-2534 
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The following is a summary of the financial results for the year under review 
compared with those of the preceding year: 


Year ended March 31 
1961 1960 
Expense 
Salaries and living allowances ...........0scseeceeeccnncsareneenes $ 2,479,000 $ 2,508,000 
Travel arid ‘YeIROVOL on v<< sec ded som Sindee ae le ane eae » Cs 244,000 258,000 
Employees’ welfare benefits ...........sccceceeeee eee ecuniiy ane ciene 176,000 165,000 
Other Gxpeneet soc 6 avin s Cescae dann Se eke eel eae me eee meee 265,000 276,000 
3,164,000 3,207,000 
Income 
Reimbursement for engineering and administrative services ........ 133,000 154,000 
Vela COTE RIES: 50 v sed ielnrs odo ne gS a eae eee Oe ere 1,000 2,000 
134,000 156,000 
pas is dB UN a gape acer ga ee reer NE tere ced ar tenn e” $ 3,030,000 $ 3,051,000 


130. The National Battlefields Commission. The National Battlefields Commission 
was constituted in 1908 by the National Battlefields at Quebec Act, c. 57, 1908, with 
the object of acquiring and preserving the historic battlefields at Quebec. The Commis- 
sion comprises nine members, seven of whom are appointed by Governor in Council and 
one by each of the provinces of Ontario and Quebec. 

Considerable portions of the lands which were already vested in the Crown for 
military and other public purposes were transferred to the Commission at the time of 
its constitution. Other lands were subsequently acquired from time to time with the 
approval of Parliament as required by the Act. Prior to 1958, the cost of buildings, 
driveways, landscaping, equipment, etc., was met from grants by the Government of 
Canada under the Act which created the Commission. Since 1958 the Commission has 
been financed by means of annual parliamentary appropriations. At March 31, 1961 the 
Crown’s equity in the Commission totalled $1,445,000 represented by capital assets of 
$1,426,000 and working capital of $19,000. | 

At the year-end the Commission had cash and Government of Canada bonds to 
the total of $27,000 in its custody representing the balance of funds contributed, in the 
years immediately following the constitution of the Commission, by provincial govern- 
ments, municipalities and others. These funds are held exclusively for the acquisition 
of land and furthermore may not be used for this purpose without prior approval of 
Parliament. Save for the increase due to interest earnings, the balance in the account has 
remained undisturbed for thirty years. | 
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A summary of the expenses for the year compared with the previous year follows: 


Year ended March 31 


1961 
ENE RLS Sa tear eee $ 12.000 $ 
Ta alent ant ei relegate aaa ims 123,000 
Provision for professional services ................................... 5,000 
Operating supplies and nursery stock ................................ 9,000 
MemmehreD power sti. ahs tur). do taaoriiievol). adi. Js. den 11,000 
PORE Bb ia creas weed ery! « Syodvetnweweoen « LY). Cids Lae. 11,000 

171,000 
Sepa WULNYE VEN. SISO tee, fo eee UU VOL Te van 22,000 


$ 193,000 ¢$ 


1960 


11,000 
126,000 
2,000 
9,000 
10,000 
10,000 


168,000 
3,000 


171,000 
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The capital outlays during the year were principally for the purpose of providing 


a parking area for tourists. 


In the year under review, the expenses of the Commission were financed as follows: 


Parliamentary appropriation (Vote FOV ae ey CR ae Bee eee Ue $ 
ad | sce moeiint). avdieiclivs. salommonenscliteu.iaceieerdis 


$ 


178,099 
13,500 


193,281 


| The amount of the Special Reserve Fund at March 31, 1960, namely $13,500, repre- 
Sented the accumulation of annual provisions of $1,500 over the years to meet any losses 
arising from fire, accident or any other eventuality. In view of the fact that financial 
requirements were to be provided by annual appropriations in future, the Commission 
was advised by the Treasury Board that no further amounts should be allocated to this 
‘reserve and was directed to use the amount accumulated in this fund to supplement 


‘the moneys provided by Parliament during the year under review. 


The City of Quebec levies a snow removal tax based on the assessed value of land. 
‘Commencing in 1955, the City has billed the Commission for this snow removal tax 
annually and at March 31, 1961 these charges had totalled over $400,000. Since the 
Commission regards the battlefield as a park and therefore not taxable in this way, it 
has lodged appeals against these assessments. In the meantime, no provision for these 


levies has been recorded in the accounts of the Commission. 


131. National Capital Commission. This Commission was established by the 
National Capital Act, ¢.37, 1958, to succeed the Federal District Commission which had 
been established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 
| The objects and purposes of the Commission under the Act are “to prepare plans 
for and assist in the development, conservation and improvement of the National Capi- 
tal Region in order that the nature and character of the seat of the Government of 
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Canada may be in accordance with its national significance’. Subject to the control 
exercised by the Governor in Council, the Commission has wide powers including those 
relating to: acquisition and development of property; construction and maintenance of 
parks, roads, bridges, buildings and other works; the right to undertake joint projects 
with municipalities or make grants to municipalities; construction and operation of 
concessions; and the administration of historic buildings and sites. The Commission con- 
sists of 20 members appointed by the Governor in Council from across Canada. 

The proprietary interest of the Government of Canada in the Commission as at 
March 31, 1961 totalled $61,431,000, represented by: unexpended balance of loans, 
$684,000; inventories of tools, equipment and supplies, $205,000; payments for land 
purchases under negotiation, $1,167,000; and capital assets, $59,375,000. 

The Commission’s activities are financed by annual parliamentary appropriations, 
drawings from the National Capital Fund and loans from the Government of Canada, 
apart from incidental revenues from rentals, etc. A summary of the expenditure and 
other transactions for the past two years is as follows: 


Year ended March 31 


1961 1960 
Administration of the Commission, and operation and maintenance of 
parks, parkways and grounds adjoining Government buildings at 
PAG DAWES BLO ES os sags aie a ce ote weir a eR I a OER $ 2,117,000  $ 1,897,000 
Provided for by: 
rarigmentary. appropriations: Guts: Lae. eo. Ae eee $ 1,911,000 $ 1,737,000 
Revenue 


ae er ee Oe OE le errr ge my 206,000 160,000 


$ 2,117,000  $ 1,897,000 


National Capital Fund 


Balance of Fund in hands of Commission at beginning of year ...... $ 521,000 $ 345,000 
Add: 
Amounts drawn from Fund provided by parliamentary | 
BPDTOPTIAiONS! sete ee re ts Pees eV nee OT eee 3,000,000 2,500,000 | 
Proceeds fron gales ‘of tand ain). A led ee Salle Sore 193,000 77,000 | 
3,193,000 2.577,000 


3,714,000 2,922,000 


Deduct: 
Expenditures— 


Capital outlays for parks, parkways, removal of railway tracks, 


ete m> nos wis Sine via Aen ks Cobh: » arene aie: ley Ape te dl Seana 2,259,000 1,806,000 
Maintenance of land and rehabilitation works .............. 92,000 56,000 
Contributions to the City of Ottawa and other municipalities 


towards the cost of constructing roads, bridges and sewers .... 1,362,000 539,000 


3,713,000 2,401,000 


Balance of Fund in hands of Commission at end of Year 4.72247 $ 1,000 $ 521,000 
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Year ended March 31 


1961 1960 
Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 
Unexpended balance of loans at beginning of year .................. $ 450,000 $ 641,000 
Add: 
Reuveruimene OF (atgde IOANs (Neb) oo. csc ckcsccecvccceccccccs 7,489,000 10,642,000 
Proceeus oF sale of property FIP AUR OL em 68,900 
7,489,000 10,710,000 
7,939,000 11,351,000 
Deduct: 
Expenditures for acquisition of property ...........ceeceeeeeee 7,255,000 10,901,000 


Unexpended balance of loans at end of year .............000000- $ 684,000 $ 450,000 


Interest charges on outstanding Government of Canada loans 


I eS ky Yalta 5 picks ak, 'e Sigbise Ge anv 4 se ex $ 1,097,000 $ 590,000 
Provided for by: 
POI ATy BO DDEDOTIBTON 68 oo g gk = Vande aie sis whe dw dg need wie wine 940,000 457,000 
Net revenue from rentals of property and interest earnings ...... 157,000 133,000 


$ 1,097,000 $ 590,000 


The Commission’s capital budget for the year 1960-61 was approved by Order in 
Council P.-C. 1960-504 of April 13, 1960 and a revised capital budget was approved by 
Order in Council P.C. 1960-1700 of December 14, 1960. We have drawn attention to 
the fact that neither of these approved capital budgets appears to have been laid before 
Parliament as required under section 80 of the Financial Administration Act. 

| The approved revised budget stipulated that expenditure on any of the items 
detailed therein should not exceed by more than 10% the amount for each, without 
further approval, and total expenditure should not exceed $10,750,000 for land acquisi- 
tions and $2,361,000 for construction projects. During the course of our examinations 
it was noted that expenditures on five items exceeded these limits as follows: 


Construction projects Budget plus 10% Expenditure 
eee cree, Poe) OU, SPY sac chee ded cceceidne vas $ 11,000 $ 16,199 
Seemarterion Of rors AlONg PAIKWAYS ......-25..0cecerseeneeeses 33,000 36,709 
Park improvements in vicinity of Dow’s Lake .................. 27,500 28,921 
Renmecaning plone the Oueensway ....50..-ss.0<sscccesncccncctons 44,000 64,059 
Improvements to farm properties in the Greenbelt ................ 27,500 36,527 


In this connection, a further revised capital budget was submitted on March 6, 1961 
but was not approved for the reason that it reached the Privy Council Office after the 
end of the fiscal year. Had this revision been approved, all expenditures except those 
for Leamy Lake Parkway would have been within the limits of the budget. 

In paragraph 62 of this report, reference is made to interest paid by the Commission 
out of funds provided to it by means of annual parliamentary appropriations. 


| 132. National Harbours Board. This Board was established in 1936 under the 
National Harbours Board Act, now ¢.187, R.S., and has jurisdiction over the harbours 
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of Halifax, Saint John, Chicoutimi, Quebec, Three Rivers, Montreal and Vancouver, 
together with responsibility for the administration, management and control of Churchill 
harbour and the grain elevators at Prescott and Port Colborne. The head office of the 
Board is in Ottawa. 

The proprietary equity of the Government of Canada at December 31, 1960 totalled 
$421,091,000, comprising: value of assets transferred to the Board, $56,923,000; loans 
and advances for capital expenditures and retirement of debt, $279,262,000; interest 
in arrears on loans and advances, $59,008,000; and reserve for replacement of capital 
assets and other reserves, $93,459,000—less an accumulated deficit of $67,561,000. Dur- 
ing the year under review, additional advances were made to a total of $12,193,000, com- 
pared with $17,719,000 in the previous year. 

The following is a comparative summary of the operations of the Board for its past 
two financial years: 

Year ended December 31 


1960 1959 
Operating income 
Hamours 2. ia ssi ie «sks was Bees Meenas. byes Saemie é Tgu shit $ 2,946,000 $ 2,868,000 
"Witir ver anid plete teed. ig s0ca.t Aa kya ne er tee ce ae eee 8,822,000 7,220,000 
CUTMi: BlOVGLGl (ROSIE N ie. \ s sale is cain d oR ie ee a ee eee ee 7,104,000 7,064,000 
(20M AbOraee RYREGINS! npc eta e eck chutes nerdy s Pemeaatemme eons 1,078,000 1,153,000 
Perinat: Gunes, .ctose « ecde ee aunaweo.s ee cad ad ces Gree a a ee 1,779,000 1,391,000 
Raliway systema; hiv. bie diote «Rae eR) eins «eee tates + Sak . 810,000 829,000 
panqoes CartiersBridee pacts xa dupe der ssn ey ves pale aie wg pe ees ole en eee 2,355,000 
MROBURNEOUS SETVMES .ads cea caeads oles Rwac ee ce Geet eee omen eee 1,246,000 1,326,000 


27,139,000 24,206,000 


Operating and administrative expenses 


PROTON 9c lyoa vay ae BE iia Son alin 'v giles sea MEARS k eee eee ee 3,409,000 2,999,000 
Wharves and piers ....... hls his Sig he eG beg tia ne Ree RC ee 1,081,000 759,000 
Grain'‘elevator: Mystem¢g 203)... 8/2. Sal eters vest. een 5,229,000 4,527,000 
SSO LOTAR A SRT Ree es Ee Gis ge ee oe nk a ere - 1,104,000 1,092,000 
POTIMMONG BORUR, - sus xacuecn cots hae mes MUR a occ eo ee 1,457,000 1,187,000 
Taitway ‘systema °F 7210) Gite ee eh, ee, Seer eee 1,189,000 1,191,000 
Jacques Cartier Bridge .:...........5. A cst ty ih athena Ae See eee 658,000 639,000 
Mintellaneous s8eFviCes 60s navies ci dae Maeno. eee 1,469,000 1,481,000 
Auiiastrativd expenses BN, fic vias ua aslaa paha.wins nese ee 1,838,000 1,723,000 
17,434,000 15,598,000 
Neb mperating inegribies<..6«. 1565 ab acied ds bea he ee 9,705,000 8,608,000 
Other income 
Foegme” from, Inveatnent : oc 6. is'ss xo Meee eee ee ae a ee 2,476,000 2,223,000 
PAR MEME OA © 5s vast gis tase dys 08. Sas Ae ee ee 178,000 121,000 
2,654,000 2,344,000 


12,359,000 10,952,000 


Special charges 


Provision for interest on loans and advances .........ceccececcccee 8,596,000 7,925,000 
Provision for replacement of PRIUS] Ane it ee ea 4,139,000 3,403,000 
Other: special ¢harges ©. ocksa.sveccssscde ee 300,000 219,000 
13,035,000 11,547,000 

IMR AONE 1. 5%, fy Ae etd oe ee kaa nate is PFO ree ae $ 676,000 $ 595,000 
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The increase in operating and administrative expenses during the year was mainly 
due to an increase of $1,253,000 in expenses recorded at the Montreal harbour. This 
consisted largely of expenses of a non-recurring nature, including: extensive repairs and 
alterations to the exterior concrete walls of grain elevator No. 2, $422, 000; replacement 
of four passenger elevators, $126, 000; major wharf repairs, $100,000; and repairs to 
grain elevator No. 3, $81,000. 

The liability item for “contractors’ security and other deposits” on the Board’s 
balance sheet as at December 31, 1960 includes rentals amounting to $115,000 collected 
over many years for certain areas at Coal Harbour, Vancouver. The ownership of the 
areas in question has been in dispute between the Board and the Canadian Pacific 
Railway Company since the Board’s inception in 1986—and between the Board’s prede- 


cessor and the railway company since 1880. It is understood that the C.P.R. is, for its 


part, holding in escrow the sum of $197,000. The matters in dispute have been considered 


by the Department of Justice going as far back as 1894, and were actively considered 


in 1904 and 1918 but without a final solution. The dispute appears as far from being 
settled today as it was in 1880. 

When the Board took over the administration, management and control of Churchill 
harbour on January 1, 1937, the books of the harbour recorded a balance of $4,446,000 


as “sundry expenditure—undistributed”, and this balance has been included in the capital 
assets listed on the Board’s annual balance sheet ever since. So far as can be determined, 


no part of the amount represents direct costs incurred in acquiring existing capital assets. 
It appears to be in the nature of indirect or overhead expenses, and since the balance is 
not represented by actual assets, we have suggested to the Board that consideration be 


given to writing it off. 


| 


In 1947 authority was sought and obtained from the Governor in Council to cancel 


accumulated interest arrears due to the Government of Canada in the amount of 
$44,790,000. During the period from 1948 to 1960, interest arrears have increased by 


$32,468,000 and principal of loans by $101,249,000. As a result, the total indebtedness 
to the Government of Canada appearing on the balance sheet of the National Harbours 


Board at March 31, 1961 was as follows: 


Loans and advances for capital expenditure and retirement of debt ............ $ 279,262,000 
Bute Mi BIVeRrA On 1O8NG ANG AC VANCES 2... 0.6cr ccs ececaccccsncssaponrsessene 59,008,000 


$ 338,270,000 


_As there appears little prospect of the Board being in a position to meet principal and 


interest obligations of this magnitude on the basis of the present level of its operations, 
_we are of the opinion that consideration should be given to reconstituting its financial 
structure on a more realistic basis. Actually, the governmental accounts do not reflect 
the full amount of the liability appearing on the Board’s balance sheet. The asset item 
“loans to and investments in Crown corporations” as at March 31, 1961 includes only the 
loans, totalling $172,770,000, in respect of the revenue-producing harbours of Montreal, 
Three Rivers and Vancouver, and includes no amount for interest in arrears. 
98722-2—6 
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133. Northern Canada Power Commission. The Northwest Territories Power Com- 
mission was established by Act of Parliament in 1948, which Act, upon amendment in 
1956, became the Northern Canada Power Commission Act, ¢.42, 1956 and changed the 
name of the Commission to the Northern Canada Power Commission. The Commission, 
whose head office is in Ottawa, consists of three members appointed by the Governor in 


Council. 

The objects of the Commission are to construct and operate electric power plants 
and to supply power to mines and other users within the Northwest Territories and the 
Yukon Territory and, with the approval of the Governor in Council, in any other part 
of Canada. The Act requires that the rates charged for power must provide sufficient 
revenue to cover interest and loan repayments, as well as operating and maintenance 
expenses. 

The Commission operates hydro-electric plants at Snare River, N.W.T., and at Mayo 
River and Whitehorse Rapids, Y.T., and thermal-electric stations at Fort Smith, Fort 
Simpson, Inuvik, Fort McPherson and Frobisher Bay, N.W.T., and at Field, B.C. The 
plant at Fort McPherson is operated for the account of the Department of Northern 
Affairs and National Resources and the one at Frobisher Bay is rented from the Depart- 
ment of Transport. 

The Act provides that the Government of Canada may make advances to the 
Commission for the purpose of capital expenditure and also for investigation of projects. 
During the year the Commission received $1,225,000 (net) in the form of advances for 
capital expenditure, and repaid $569,000. At March 31, 1961 advances for capital expendi- 
ture, including accrued interest, amounted to $26,684,000 and for investigation of projects, 
to $50,000. Other equity of the Government of Canada in the Commission consisted of 


surplus, $562,000; reserve for extension, expansion and improvements, $212,000; and 


reserve for contingencies, $1,310,000. 


The Commission also acts in the capacity of an agent of the Government of Canada — 


for loans made under the Atlantic Provinces Power Development Act, ¢.25, 1957-58. 
As of March 31, 1961, these loans, made to the provincial power commissions of Nova 
Scotia and New Brunswick, totalled $14,246,000. 


A comparative summary of income and expense for the last two years follows: 


Year ended March 31 


1961 1960 
Income 
Sales of power (Y0071 07, Ay 9) Sods ol eseiiages ie $ 2,559,000 $ 2,240,000 
Sales of steam and water heat .........ceeccececececcccccccceces 321,000 191,000 


nL eae oe ee eee nT aN MENA Pei 140,000 76,000 


3,020,000 2,507,000 


| 
| 
| 
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Year ended March 31 


1961 1960 
Expense 
SR NN ih tes go i ho Seale a chess, 1,137,000 834,000 
EN Tee Cr alee cus neve cs sr. ocr... 91,000 72,000 
BEMOMOMEVE YUTE. METRE, ge) A INT The 178,000 156,000 
Interest on advances from the Government of Cana lao tek as: nh, 498,000 507,000 
Provision for depreciation (equivalent to annual repayment of 
advances from the Government of NGOMUATIELY 5 a5 «<0 oe § EATS < ss « 569,000 548,000 
2,473,000 2,117,000 
ttn AE TN lons Caters, AG. WROTY, LON IONT,2, 980 Oi $ 547,000 $ 390,000 


The increase of $319,000 in sales of power was due to increased consumer demand 
which, we were informed, had warranted installation of additional generating capacity 
at Snare, Fort Smith, Fort Simpson, Frobisher Bay and Inuvik, and reflects a full year’s 
operation for plants which became operational late in the preceding year. The income 
from steam and water heat increased by $130,000 due to increased sales of the Inuvik 
plant which went into operation part way through 1960 but which reflects a full year’s 
| operation for 1961. Much of the increase in expenses was due to the increased operational 
activity during the year. 
Our report to the Commission last year stressed the need for substantial improve- 
Ments in accounting and collection procedures. A number of the recommendations with 
respect to accounting have been implemented but we have advised the Commission again 
this year that greater emphasis should be placed on keeping the recording of transactions 
‘on a current basis. For example, stores accounting vouchers and salary distribution sum- 
maries should be processed at regular intervals. In addition, there should be a routine 
monthly review of outstanding accounts receivable accompanied by a systematic procedure 
for sending out collection notices. The management has advised us that steps are being 
taken to deal with these points. 


} 


134. Park Steamship Company Limited. This company, incorporated in 1942 under 
the Companies Act, 1934, for the purpose of supervising the operation of Crown-owned 
cargo vessels, ceased actual operations when the “Park Fleet” was sold in 1946-47. Its 
current activities, limited to the settlement of occasional claims for compensation by 
seamen for injuries sustained during the operating period, are attended to by the Cana- 
dian Maritime Commission. 


Proprietary Corporations 


135. Proprietary corporations are responsible for the management of lending or 
inancial operations, or for the management of commercial and industrial operations 
nvolving the production of or dealing in goods and the supplying of services to the 
dublie. 

98722-2634 
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136. Canadian Broadcasting Corporation. This Corporation was established by the 
Canadian Broadcasting Act, ¢.24, 1936, later superseded by the Broadcasting Act, c.22, 
1958. The Corporation operates the national broadcasting service and administers the 
international shortwave service. Its head office is located in Ottawa with regional offices 
in St. John’s, Halifax, Montreal, Ottawa, Toronto, Winnipeg and Vancouver. 

Funds for the operating requirements of the Corporation, in excess of income from 
advertising revenue, are derived from parliamentary appropriations. Parliament likewise 
appropriates funds for the Corporation’s capital requirements, including the replacement 
of existing capital assets. 

The Crown’s equity in the Corporation stood at $38,872,000 at March 31, 1961 
compared with $34,232,000 at the end of the previous year. The equity was increased by 
a $3,000,000 advance provided by parliamentary appropriation during the year, increasing 
the Corporation’s working capital from $6,000,000 to $9,000,000. This advance, which is 
interest-free, was made to assist the Corporation in financing its inventory position and 
is subject to review by the Treasury Board from time to time. 


Net operating requirements for the year of $59,288,000 (exclusive of depreciation of 
$3,577,000 charged for cost ascertainment purposes) were provided for by Vote 41, 
Appropriation Act No. 6, 1960 in the amount of $62,085,000, the unexpended portion of | 
$2,797,000 drawn down being refunded to the Receiver General. The following is a 
summary of the operating results for the past two years: 


Year ended March 31 
1961 1960 
Expense 
Cost) of production and distribution® {< ..:e Te) i eet, Bae. Ue $94,714,000 $88,337,000 
Selling ands generali ddministration: a.eisie ymeved 4 eae eek 6,239,000 5,703,000 
Total “expense, Inchiding  GEDraclatiOn. ..: ian uca s basses wee eee 100,953 ,000 94,040,000 
AULVOrtiAing tINCOME: Gtr ee oo once ce eee one oe aces ee eee 38,088,000 38,564,000 
Netiexbetiee (9/73 2) 0 SELON cays OE .. APO Oe ee a) $62,865,000 $55,476,000 : 


Slightly over half of the increase shown above in the Corporation’s total expense for © 
the year was due to increases in salaries and related expenses, including the employment | 
of an additional 351 employees. The remainder of the increased requirement and the | 
increased salary expense for newly engaged personnel were due to a slight increase in 
broadcasting hours, extension of television and radio networks to improve coverage, | 
operating costs of a new television station, a full year’s operating costs of a station © 
opened during the previous year and increased coverage by the Corporation’s northern i 
radio service. 
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A summary of the engineering and pro 
the prepaid film and script rights at March 3 
at March 31, 1960, is as follows: 


gram production inventories, together with 
1, 1961, compared with corresponding figures 


As at March 81 Increase 

1961 1960 (Decrease) 

Engineering, stationery and production supplies ...... $ 2,185,000 $ 2,007,000 $ 178,000 
Program production in PUP Rees A aa. SSA a, 2,129,000 1,335,000 794,000 
Vg hes Se ah ae a oe oe a a 1,809,000 2,705,000 (896,000) 
I EST a a a 173,000 121,000 52,000 


$ 6,296,000 $6,168,000 $ 128,000 


‘The increase in program production in progress is largely due to increased use of the 
videotaping process. The decrease in prepaid film rights reflects a tightening up in com- 


ee wrent procedures and reduction in terms for which rights were acquired. The amounts 
‘shown as at March 31, 1961 are after recording the following write-offs: 


Engineering, stationery and production supplies 


eer Le Aenea RS Pee WE ee $ 95,000 
; Programs completed or in Ei 5 Mie i al ind bin d's vo eV ahd id nd Canes 53,000 
| Film and script rights written down, expired and written off .................... 242,000 
$ 390,000 
—————- 


There was also written off during the year a net book loss of $221,000 on the retirement of 
capital assets originally purchased at a cost of $390,000. 

| Capital requirements of the Corporation during the year totalled $5,584,000 and 
were provided under Vote 42, Appropriation Act No. 6, 1960 in the amount of $7,647 ,000, 
the unexpended portion of $2,063,000 being refunded to the Receiver General. 

During the last two years, $964,000 was expended in connection with the proposed 
consolidation of facilities in Toronto and Montreal. The estimate of the cost of the 
proposed consolidation for Toronto, Montreal and Ottawa is set forth in summary form 
in the Minutes of Proceedings of the Special Committee on Broadcasting (Appendix B 
of No. 27 of June 7, 1961, page 804) and amounts to $46,560,000 during the five year 
period ending March 31, 1966, together with $26,986,000 required subsequently to complete 
the projects, a total of $73,546,000. An estimated cost of the projects of $69,335,000, 
approved by the board of directors on October 30, 1959, was submitted to the Minister 
of National Revenue and the Minister of Finance in accordance with section 35(2) of the 
Broadcasting Act on November 6, 1959. 


In our report to the board of directors covering our examination of the Corporation’s 
Accounts for the year ended March 31, 1960, we drew the attention of the board to various 
weaknesses in the system of internal control and made recommendations designed to 
sorrect these weaknesses. At the same time we suggested to the board that a useful 
urpose might be served by having the Corporation’s organizational structure in terms of 
ts present size, complexity and cost made the subject of a study by independent manage- 
nent consultants working in co-operation with the Audit Office. 
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In the course of our examination this year we found that a number of the matters 


previously noted had been remedied, whilst the suggested study of the Corporation’s — 
organizational structure is being currently undertaken by the Royal Commission on 


Government Organization. 
Other matters remaining under review at this time include the effective functioning 


of the newly formed internal audit section and the importance of more effective stores 
control. These points, together with others noted during the course of our examination 
for the year, have been directed to the attention of the board of directors. 


137. Canadian National (West Indies) Steamships Limited. This company, which 
was incorporated in 1927 under the Companies Act, c. 79, 1906, ceased operations in 1958 
on the sale of its then remaining eight vessels to Cuban interests. 

The fleet was sold for $2,800,000, terms of settlement calling for a cash payment of 
$560,000 and five equal annual instalments of $448,000 each with interest at 57 on the 
unpaid balance. The cash payment and the first two instalments have been received 
leaving a balance of $1,344,000, excluding accrued interest, outstanding at December 31, 
1960, representing the three remaining instalments due in 1961, 1962 and 1963. 

The management of the company, formerly undertaken by officers of the Canadian 
National Railways, was transferred to departmental officers in May 1960, and the head 
office moved from Montreal to Ottawa. 

The company is in the process of winding up, and on November 24, 1960 it declared 
a dividend amounting to $1,789,000 to be paid to the Receiver General of Canada. The 
remaining equity of the Crown at December 31, 1960 amounted to $3,877,000, representing 
the following net assets: 


Balance due under agreement of sale of vessels and accrued interest ................ $ 1,369,000 
Investment.in \bonds, at ‘ost, and acered (imterest arch (2.0. Ei) oo. te ea. § 1,176,000 
Deposit with. Receiver General of Canads, .... .. J... swum pied <awesta: See 1,325,000 
RA EL, RT peer sc: casas 5 ip dw U agacacd Paluel blast Mar alercigncstuse eerie arti Sane oe 21,000 

3,891,000 
Lesa. matured sbonds» unblaimeds.i iuearsee}. Lamas) sath)... ee eee 14,000 


$ 3,877,000 


The bonds unclaimed are bearer bonds of the company’s issue of 25-year 5% bonds 
guaranteed by the Government of Canada, which matured on March 1, 1955. 


138. Canadian Overseas Telecommunication Corporation. This Corporation was 
established in 1949 by the Canadian Overseas Telecommunication Corporation Act, now 
c.42, R.S., section 6 of which sets out the purposes, namely, to establish, maintain and 
operate external telecommuniecation services for the conduct of public communications; 
to carry on the business of public communications; to improve the efficiency of telecom- 
munication services generally; and to co-ordinate Canada’s external telecommunication 
services with those of other parts of the Commonwealth. 


7 


I 
| 
{ 
‘ 
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In 1950 the Corporation acquired the telecommunication facilities in Canada of 
Cable and Wireless Limited and Canadian Marconi Company Limited which provided 
cable and radio-telegraph circuits between Canada, the United Kingdom, Australia, 
New Zealand, New York and St. Pierre and Miquelon, and radio-telephone services with 
the United Kingdom, Newfoundland and the West Indies. Subsequent developments 
have included: participation with the United Kingdom and the United States in the 
laying of a trans-Atlantic telephone cable; providing, in a joint undertaking with the 
United Kingdom, for a new submarine cable between the two countries; and entering 
into a joint commonwealth project for the construction of a trans-Pacific cable system 
between Canada and Australia via New Zealand. 

At March 31, 1961 the Crown’s equity in the Corporation amounted to $35,639,000, 
comprising $31,686,000 of advances for capital purposes, together with an accumulated 
surplus of $3,953,000. 

Funds are provided by parliamentary appropriations to meet capital requirements 
for equipment construction and improvements. The capital budget of the Corporation 
for the year under review, approved by the Governor in Council, totalled $18,591,000, 
whereas actual capital expenditures in the year amounted to $10,200,000 of which a net 
amount of $9,097,000 was advanced by the Crown. 

The following tabulation summarizes the income and expense of the Corporation 
during the past two years: 

Year ended March 31 


1961 1960 

Income 
PripprOne: iis teleeraple cade. is. tl ee ee, Ae gs $ 3,954,000 $ 3,673,000 
Re eePCUE Sarre oeanhnte. ds eee Pde WR ST Ah ge 2,161,000 1,000,000 
Program transmission, facsimile, delivery and pick-up and telex .. 892,000 879,000 
ee diva ua Ct pretest. 9 orcs oa crew owe rarecd dco hs on doe ume om. 266,000 226,000 
7,273,000 5,778,000 

Expense 
Salaries, Wages employes, benefits, . <<. 6. «xx pew sowie’ oleseiasinasn 2,163,000 2,082,000 
TES On Oa io i a oe as am ae re ae 949,000 864,000 
Operation, maintenance and repairs—buildings, plant and equipment 540,000 407,000 
Pe Sel pera lis tes) vibe, oe ha of yey 517,000 372,000 
Rh SOM IMGT R BLOT A stn add» ex ydver + .sccecscaeducsceccees.. 1,056,000 628,000 
(EOE EL SES a ee ne Pe 310,000 296,000 
5,535,000 4,649,000 
Less: Estimated amount recoverable from Commonwealth Network. . 958,000 757,000 
4,577,000 3,892,000 
nere rns See ite: 2IN ITT). 109 GW i ook we tb, 2,696 ,000 1,886,000 
are Tomita awn sii t e  l  a 1,332,000 938,000 


ee caidas Unni vila cleces dp in sieveaves ubsdednes $ 1,364,000 $ 948,000 
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The income increase of almost $1,500,000 in the year ended March 31, 1961 was 
largely the result of increased circuit rentals arising out of the rental of a new cable 
which came into service on October 1, 1960. 

The Corporation does not maintain detailed cost records which would allow a 
comparison of the revenue from individual traffic operations with the related operating 
costs for the purpose of measuring operating efficiency and profitability. 

During the course of our examination, we noted certain weaknesses in the system 
of internal control which have been brought to the attention of the management of the 
Corporation and suggestions were made regarding the remedial measures that might be 
taken. It was also suggested that, in view of the increasing size and complexity of the 
Corporation’s operations, consideration should be given to the establishment of an 


internal audit section. 


139. Cornwall International Bridge Company Limited. This company operates a 
toll bridge system over the St. Lawrence River between Cornwall and Rooseveltown, 
N.Y. The company was incorporated in 1949 under the Companies Act, 1934, to operate 
a roadway on railroad bridges that had been leased from two railway companies. These 
railroad bridges were acquired by The St. Lawrence Seaway Authority and the Saint 
Lawrence Seaway Development Corporation (a wholly-owned United States government 
corporation) in connection with the construction of the Seaway, and are being replaced 
by two high-level highway bridges, one of which has been completed. The outstanding 
stock of the bridge company was purchased jointly by the Seaway entities from the 
private shareholders in 1957 for $480,000, of which $200,000 was paid by the Authority. 
The shares of the company are owned equally by the two Seaway entities with the 
Corporation’s shares being held in trust by the Authority. 

Each Seaway entity is represented by four directors on the board of the bridge 
company. By agreement between the Authority and the Corporation, the annual revenues 
of the bridge company are applied in the following order of priority : 

1. In payment of all operating, administrative and general expenses of the bridge company. 


2. In amortization of the costs of constructing the North Channel bridge by the Authority, 
plus interest, over a period of fifty years. Any amount due under this provision which 
is not paid is to be recorded as a liability of the bridge company to be paid prior to 
any distribution of future revenues. 

3. The balance to be distributed on a fifty-fifty basis between the Authority and the 
Corporation. 


A comparative summary of the operations of the company for its past two financial 


years follows: 
Year ended September 30 


1960 1959 
Income 
PePUTeS DWNE. hoa auaa Gah bid a eX a Me Oe & Sela Mae ane «Reon ies an Cee sie $ 333,000 $ 315,000 
OPEN oe od ae te ae utalg igre g pice a Steiner a RTS SIE id re te a aes Mie ee 4,000 5,000 


337,000 320,000 
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Year ended September 30 


1960 1959 
Expense 
nen MEE NM ET del od Gill aunty vin vides’ avs dc ela Vecod vnieedds 41,000 35,000 
TRCN I i 25,000 37,000 
RMR SMR ON MOAT a aso vada cn d ss 20% <5 era eseeccnvec... 12,000 16,000 
oh. “Seed Pe, ooeteaep gegen ce i aap ee aR dined 47,000 29,000 
125,000 117,000 
Provision for amortization of cost of North Channel bridge, owned 
by The St. Lawrence Seaway Authority ......................., 56,000 
181,000 117,000 


Fee for management, use of right-of-way over bridges, etc., payable 
to The St. Lawrence Seaway Authority (50% in trust for the Saint 
Lawrence Seaway Development Corporation) .................. $ 156,000 $ 203,000 


The decrease of $12,000 in the cost of maintenance and repairs for the year ended 
September 30, 1960, notwithstanding additional snow removal costs, was due to a non- 
recurring expense of approximately $22,000 having been incurred in the preceding year. 

The provision of $56,000 for amortization of the cost of the North Channel bridge, 
over 50 years at 47% interest, is based on construction costs incurred by the Authority to 
September 30, 1959 which, with interest, amounted to $1,202,000. We were informed that 
the cost of the bridge may exceed $7,000,000 when it is completed early in 1962, and in 
this event the annual amount required for amortization will be of the order of $325,000. 
As this sum is approximately the amount of the company’s present annual income, 
substantial deficits can presumably be expected in future years unless there is a con- 
siderable increase in traffic. 

The shareholders’ equity in the company as at September 30, 1960 totalled $110,000, 
comprising $50,000 of capital stock and a surplus of $60,000. This equity is likely to be 
reduced by a capital loss of over $59,000 in 1962 if, as is anticipated by the management, 
sertain of the assets of the company in the form of buildings, roads and the bridge are 
abandoned or given to municipalities when the Authority has completed construction of 
the new North Channel bridge, and when the State of New York has completed its 
ughway crossing over the Raquette River. 
| The accounts of the company are maintained by The St. Lawrence Seaway Authority 
ind periodic test examinations are made by the Authority’s internal auditors. 


140. Eldorado Aviation Limited. Eldorado Aviation Limited is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited, incorporated in 1953 under the 
Sompanies Act. Operating from its headquarters in Edmonton, the company provides air 
Tansportation services exclusively on behalf of Eldorado Mining and Refining Limited 
ind Northern Transportation Company Limited, which share the cost of operations on a 
‘ost-per-ton mileage basis. 
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The equity of Eldorado Mining and Refining Limited in the company at December 
31, 1960 totalled $363,000, consisting of a loan, $107,000; capital stock, $28,000; and 
surplus, $228,000. The loan is being repaid by means of annual payments equivalent to 
the provisions for aircraft depreciation. 

The following is a comparative summary of the expenses of the company for its past 
two financial years: 


Year ended December 31 
1960 1959 

Salaries ant Wass yack. dees Sr Mawes os Crh own Rs ate os ee Eee $ 225,000 $ 224,000 
SUTTER cg nc dckan’a Ktaon elas ocd BUSI oconcie low pare ares oR Olaale. ota ete gee ree aa 238,000 264,000 
Prcisitits. TOR Ge Tmer Nutt) 6x ap p-0 acd -o wis h3 ov Bi sik cage Wie Da ewig mcrae ee 107,000 153,000 
PRN IRIEE: a R act d ons ste Sat as ore Fine Se Sis Sis eos SEE Me Aenean aaa 99,000 107,000 
DEIR ae Rig oad a a min Rls ba Pw ee ek Te eae eee 65,000 66,000 
Contributions to ‘employees pensivn Dia. 5.60. sen eee es oe eee 63,000 48 000 


(TENGE ASTIONOES (6.4 Ac sads se oa ails « Rhisie ew ani Peto wan Saket: eee ere Cee 95,000 100,000 


$ 892,000 $ 962,000 


The expenses for 1960 were reimbursed to the extent of $787,000 by Eldorado Mining 
and Refining Limited and $105,000 by Northern Transportation Company Limited. 

The reduction shown above in the provision for depreciation resulted from the use 
of rates applied on the reducing balance method, the rate in the case of aircraft being 
40%. The contributions to the employees’ pension plan include $40,000 in each year 
towards the cost of additional benefits to employees in respect of past service which 
arose when the parent company introduced a new pension plan in 1959. A balance of 
$80,000 of the $160,000 cost remains to be amortized over the next two years. 

Capital additions during the year ended December 31, 1960 totalled $101,000 while 
write-offs and disposals of capital assets amounted to $55,000. The Order in Council 
approving the company’s capital budget for the year stipulated that expenditures in 
respect of each of the items provided for could exceed the amount shown by not more 
than 10%, without further approval, provided that the total expenditures did not exceed 
$105,000. It was noted in the course of the audit that the actual expenditures incurred — 
for aircraft parts, $18,379, exceeded the $10,000 amount approved by $8,379 without the | 
approval of the Governor in Council having been obtained. 


141. Eldorado Mining and Refining Limited. Eldorado Mining and Refining Limited 
was incorporated in 1945 under the Companies Act, 1934, following the expropriation in 
1944 by the Government of the shares of the former privately owned company originally 
incorporated in 1927 as Eldorado Gold Mines Limited. 

The principal functions of the company are to produce, refine and sell or dispose 
of uranium and other allied products. In 1948 it was also charged with the responsibility 
for the purchase and disposal of all uranium produced in Canada although, in recent 
years, private producers have been free, under certain circumstances, to sell uranium 
without reference to the company. The head office of the company is in Ottawa. The 
mine operations are now confined to the property located in the vicinity of Uranium City, 
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Saskatchewan, as the original mine at Port Radium, N.W.T., was closed in September 
1960 on the exhaustion of its ore bodies. The company also oped a uranium refinery 
at Port Hope, Ontario. 

The authorized capital of the company is 110,000 shares of no par value, of which 
70,500 have been issued. With the exception of the seven qualifying shares issued to the 
directors, all shares are registered in the name of the Minister of Trade and Commerce. 
The Crown’s equity in the company at December 31, 1960 was $51,845,000, comprising 
capital stock, $6,586,000, and surplus, $45,259,000. During the year dividends of $4,935,000 
_ were paid to the Receiver General of Canada. 

The net profit for the year ended December 31, 1960 was $3,474,000 and arose, in 
comparison with the net profit of $4,134,000 for the preceding year, as follows: 


Year ended December 31 


1960 1959 
Income 
Sales of uranium concentrates and revenue from refining services . .$36,186,000 $37,797,000 
Piece inane me BAG: . OSs ay. Se a tier VA 637,000 616,000 
36,823,000 38,413,000 
Expense 
Mining» refining, and: other, nexpenses 4. 251s sb 5h oss fd 6 wAAo be eae 2 18,926,000 18,698,000 
Perpnneen res Bud CONCERT ats no. nen ick os o bh ots on 64 ce xa den shen 413,000 2,471,000 
EMRE OIE AP MEDIC IAT OM Det re byes en est ok Meee cece sc cee, 3,876,000 6,346,000 
Amortization of cost of acquiring rights to deliver concentrates on 
cancellation of contract with another producer .................. 5,068,000 
Amortization of pre-production, mine development and other deferred 
a AT petit La tere slags date ie an ide eae See por get, i Hellman bite 766,000 1,341,000 
Peer iion 1 VAUINEIOM OF INVENTOPICS 6.65.5. seins od dale deuce a cu. 1,600,000 
Cost of additional benefits in respect of past service, arising on 
establishment of new pension plan for employees ............ 1,043,000 
30,649,000 29,899,000 
6,174,000 8,514,000 
aE FETE UNOS AR 854 5 ee os de ss Soe mp evade Sega cvnpo anus 2,700,000 4,380,000 


NT STR RN sa he oe cs. at Sc dik aha ake’ pec. agen ate $ 3,474,000 $ 4,134,000 


Although gross income from sales of uranium concentrates was $1,103,000 ereater 
than the previous year, this increase was more than offset by the decline in revenue from 
Yefining services, due partly to the lower number of pounds refined and partly to a 
reduction in the unit return on refining. 
| Included in mining, refining and other expenses are costs of $197,000 associated with 
the shutdown and loss on disposal of materials at Port Radium. 
| The decrease of $2,058,000 in purchased ores and concentrates is largely explained 
by the company having re-acquired concentrates to the value of $1,638,000 in 1959 from 

the United States Atomic Energy Commission, for metal conversion—a transaction which 
‘had no counterpart in 1960. 

The reduction of $2,470,000 in the provision for depreciation was due mainly to (a) 
‘reduction in the rate of write-off on the Beaverlodge assets by reason of the extension 
of the amortization period upon acquisition of the rights to deliver concentrates of another 


| 
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producer, (b) no provision being made for certain uranium salt and metal production — 
plants which were idle throughout 1960, and (c) no provision being required in respect — 
of Port Radium assets for which full provision for depreciation had been attained in the 
previous year. 

In March 1960 the company negotiated the cancellation of a contract under which 
another uranium producer was to deliver to Eldorado a quantity of concentrates which 
the company was committed, under a parallel agreement, to sell to the United States 
Atomic Energy Commission. This enabled the company to fulfil the balance of the 
other producer’s commitment out of production from its own ore body and thus guarantee 
the extension of the production period of its Beaverlodge mine. The cost of the cancella- 
tion was slightly in excess of $19 million and is being amortized pro rata on the basis 
of the total poundage which then remained to be supplied out of the Beaverlodge mine. 
After amortizing $5,068,000 in the year, $14 million remained to be amortized by 
September 1964. 

The reduction from $1,341,000 in 1959 to $766,000 in 1960 in the amortization of 
pre-production and mine development expenses was also occasioned by the extension of 
the amortization period arising on acquisition of the rights to deliver concentrates of 
the other producer. 

There were certain reductions in valuation of inventories in the current year which 
had no counterpart in 1959. A summary follows: 


Port Hope uranium metal and miscellaneous products .............ceecceeccceccee $ 927,000 
Port Radium leach plant, commissary and general stores ........-..cccccecccucce 639,000 
Pesce: River Saywiuill) stores and, supplies $v.1.- ees: tee ee 34,000 

$ 1,600,000 


The object of these adjustments was to reduce the value of ‘the relative inventories to 
estimated realizable values. In addition, a provision of $205,000 was made for the pos- 
sible obsolescence of stores at the Beaverlodge mine. The company proposes to provide 
$200,000 annually until a full reserve is set up for slow-moving and obsolete stores having 
an original cost value of approximately $1,100,000. 

The cost of additional benefits in respect of past service arising on establishment 
of the new pension plan for employees, totalling $1,043,000 in 1959, represented a non- 
recurring expense for which there was no similar charge in 1960. 

During the year under review, the company procured from other producers and sold 
at cost to the United States Atomic Energy Commission and to the United Kingdom 
Energy Authority uranium concentrates valued at $234 million. 

A study of the organization and internal controls of the company and its two wholly- 
owned subsidiaries, Eldorado Aviation Limited and Northern Transportation Company 
Limited, was completed during the year by a firm of Management consultants whose 
reports have been made available to the Audit Office. Most of the essential reeommenda- 


tions contained in these reports have been implemented and the remainder are in process 
of implementation or are under consideration. 
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142. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, c.105, R.S., to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 
Corporation is intended to operate on a self-sustaining basis from premiums charged on 
contracts of insurance. Where the Corporation is of the opinion that a proposed contract 
_ of insurance would impose upon it a lability for a term or in an amount in excess of that 
which it would normally undertake, the Governor in Council may, under section 21 of 
the Act, authorize the Corporation to enter into the proposed contract of insurance. In the 
event of a loss under this section (and there have been none), the moneys required to 
discharge the liability are payable from unappropriated moneys in the Consolidated 
“Revenue Fund. A 1959 amendment to the Act enables the Governor in Council, 
through the Corporation, to provide financing for long term export sales of capital goods 

out of unappropriated moneys in the Consolidated Revenue Fund. A number of applica- 
tions to finance such transactions were under consideration at the year-end. The Corpora- 
-tion’s head office is in Ottawa with branch offices in Montreal and Toronto. 
| The Crown’s equity in the Corporation at December 31, 1960 was $15,746,000, con- 
sisting of share capital of $5,000,000, capital surplus of $5,000,000 and earned surplus 
of $746,000, together with an underwriting reserve of $5,000,000. All of these funds, 
as well as deferred premium income of $892,000, were invested in Government of Canada 
bonds having a par value of $16,350,000. 


The following is a comparative summary of transactions for the past two years: 
| 


Year ended December 31 


1960 1959 

| Income 

bos cdl Goals a ae ie ee Se a $ 756,000 $ 673,000 
| Expense 
| ATE DABS ie i a eke) wh pe «1.48. 6s cnt. . ote 192,000 177,000 

Sergent sedate intial ys calla Malla arate adalah rah 15,000 16,000 

Ee Seer re Meee een ree ee OD TOL BR (OU AK 43,000 42,000 
250,000 235,000 
| 3 506,000 438,000 

Policyholders’ claims 

I oS PRIS IR a 520,000 176,000 

Se ear yee iin ieee tected, Tene lllee alien death meine. Ye) 436,000 335,000 
| 84,000 (159,000) 
) Excess of premium income over expense and policyholders’ claims .... 422,000 597,000 
eee ANUOTOSt ON WVEMTIONIA ...,.........,.-cs-0.+-.-..+c...+., 0... 626,000 567,000 
1,048 000 1,164,000 

Deduct: 

AQAMRer GO UNGeTWrItINE PESETVE .. 5... ss ee ene se sec cess asuchercecses 95,000 1,164,000 
. 
eo ik Ce ae nce gia bal i SRE A Rs Da 207,000 
. 302,000 1,164,000 


Surplus for year, transferred to earned surplus account ............. $ 746,000 — 
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The following is a summary of transactions during the year in respect of policy- 


holders’ claims for losses: 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1960 paid recovered off Dec. 31, 1960 
INGOVORCY © oie ce wpa b biaRe ie $ 150,000 $ 134,000 $ 5,000 $ 10,000 $ 269,000 
he eee 157,000 176,000 33,000 28,000 272,000 
Exchange transfer ........ 2,178,000 210,000 398,000 1,000 1,989,000 
Otlietsd, Wit Nes 1,000 1,000 


se 
os 
—_——$<—$ $ 

ooo 


$ 2,486,000 $ 520,000 $ 436,000 $ 39,000 $ 2,531,000 


In the course of our examinations of claims paid, we noted that part of the evidence 
supporting some claims by one exporter for accounts overdue more than one year 
consisted of photostatic copies of accepted drafts drawn by the exporter’s agent, and 
that there was a similarity in handwriting in the signatures of different buyers. At our 
suggestion, some of the photostatic copies of the drafts were sent to the R.C.M.P. for 
examination by a handwriting expert and the Canadian Commercial Counsellor in the 
buyer’s country was asked to contact a number of the buyers to see if they admitted 
owing the amounts shown on outstanding drafts purportedly signed by them. Since 
completing our audit for the year, we have been informed that as a result of these 
enquiries the agent has admitted having collected the money for which claims were made 
for non-payment. The exporter has been asked to refund $70,000 in claims paid on the 
evidence of the apparently forged documents. 

Of the amount of $2,531,000 in claims shown above as outstanding as at Decem- 
ber 31, 1960, the Corporation anticipates making substantial recoveries, particularly in 
respect of those claims amounting to $1,989,000 which were paid because of exchange 
transfer difficulties in the buyers’ countries. 

The liability of the Corporation under the contracts of insurance issued and out- 
standing as at December 31, 1960 totalled $174,914,000 (1959, $159,117,000) of which 
$110,067,000 (1959, $98,956,000) was for contracts entered into under section 21 of the 
Act, which, as previously mentioned, provides that all moneys required to discharge 
the liabilities arising under such contracts are payable to the Corporation by the 
Minister of Finance out of unappropriated moneys in the Consolidated Revenue Fund. 


143. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, ¢. 43, 1959, to succeed the Canadian Farm Loan Board which had 
operated since 1929. The purpose of the Corporation is to make, administer and super- 
vise long term mortgage loans to farmers. The head office is in Ottawa and there are 
seven branch offices and 151 field offices (jointly operated with the Veterans’ Land Act 
administration ) throughout Canada. 

At March 31, 1961 the equity of the Government of Canada in the Corporation 
amounted to $163,186,000, comprising: capital, $6,400,000; loans, $149,354,000 ; accrued 
interest on loans, $3,896,000; and reserve for losses $3,536,000. During the year under 


review the Government paid the Corporation $1,400,000 to increase its capital and 
advanced a further net $38,654,000 by way of loans. 


“a 
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During the year, 5,162 loans were made to farmers to a total of $52,305,000, and 
repayments amounted to $11,015,000. Loans outstanding at the year-end, including 
accrued interest, amounted to $162,426,000 compared with $120,152,000 at the end of 
the previous year. 

During the past two years the Corporation has borrowed from the Government of 
Canada $38,500,000 at an interest rate of 5% and $30,800,000 at 53%. This money was 
loaned to farmers at a rate of 5% which is the rate set by section 16 (c) of the Farm 
Credit Act. It is estimated that during the period of repayment the Corporation will 
suffer a loss of $3,000,000 on the $30,800,000 that was borrowed at 52% and loaned at 
5%. In addition to the interest loss, these interest rates provide no margin to meet 
administrative expenses and losses on loans. 

The following is a comparative summary of the income and expense of the Cor- 
poration for the past two years: 

Year ended March 31 


1961 1960 

Income 
Co Ey hh RRS ahi RU 2 A Sa ae $ 6,655,000 $ 5,044,000 
Deduct: Interest on loans from the Government of Canada ........ 5,452,000 3,751,000 
1,203,000 1,293,000 
eer UO A DT CGR ae fare a tn ase snes bad weed eee eee aise 377,000 112,000 
1,580,000 1,405,000 

Expense 
Salaries and employee benefits .............: cece cece ence eneneeees 1,213,000 816,000 
Fees and expenses of outside appraisers ............ eee eect tere ees 173,000 101,000 
Be PAL TREVINY 68 hg din exe aes Pek os dese sed MM d ONS Eee ES 117,000 69,000 
Serer ee NO Oo ok, a dies Ascditdigvosn iweb xtsimsin nclvw vapor. wv: aii: wid va vw eeinine a a 107,000 69,000 
Printing, stationery and office supplies ............-- esse seer eens 89,000 43,000 
Postage, express, telephone and telegraph ..........-.+++++eseeereee 40,000 22,000 
ee Gwis a ee eee wee cae Ria owe Rin eels Bee's O8 we 44 000 45,000 
1,783,000 1,165,000 
Net loss (profit) carried to reserve Lc ae ee rere reer $ 203,000 $ (240,000) 


The increase of $618,000 in expenses for the year ended March 31, 1961 resulted 
largely from the growth in lending activity and reorganization of the Corporation from 
a staff of 183 at March 31, 1960 to 308 at March 31, 1961. The full effect of this will 
appear in the accounts for the next year when the Corporation anticipates that adminis- 
trative expenses will rise by a further $500,000. 

In June 1960 the Toronto branch of the Corporation moved to larger quarters in 
order to accommodate increased staff. The Corporation was unsuccessful in its efforts to 
terminate a five-year lease on the premises vacated, the unexpired portion of which 
runs to July 31, 1963 at a monthly rental of $820. The cost of the unused space amounted 
to $10,300 up to July 16, 1961 when the premises were sublet at a rental of $400 per 
month. 
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144. Northern Transportation Company Limited. This company is a wholly-owned 
~hsidiary of Eldorado Mining and Refining Limited. Originally incorporated under an 
AJberta charter in 1935, the shares of the company were acquired when the Government 
expropriated the capital stock of Eldorado Mining and Refining Limited in 1944. Northern 
Transport ation Company (1947) Limited was subsequently incorporated under the 
Companies Act, 1934, to take over the business and undertaking of the Alberta company, 
and in 1952 the corporate name was changed to Northern Transportation Company 
Limited. ‘The company operates a transportation system as a common carrier on the 
Mackenzie River water system. 

The equity of Eldorado Mining and Refining Limited in the company amounted to 
$5.774.000 as at December 31, 1960, comprising capital stock of $152,000, surplus of 
$5.122.000. and reserve for marine insurance of $500,000. 
he following is a comparative summary of the operations of the company for its 
past two financial years: 

Year ended December 31 


1960 1959 

Income 
IES otis 50 en 9446 6 646-82 eo Cee $ 2,728,000 $ 3,737,000 
ORROTEOON PMID 5c. as 5 5 eon wind Benen ee eee 151,000 110,000 
2,879,000 3,847,000 

Expense 
PROPRIA, CACTI So osc vino se bA Shae whee eed oe eee 1,817,000 2,259,000 
eyewin for cecrerialion | 6 iw 5.55.04 5s se Se eee 704,000 768,000 
Pagemumtabralsys. Scenes 6. oa.oe be iv hs eis hd Se bag Ce 293,000 260,000 
2,814,000 3,287,000 
Dperntang prote. o. esc ct ecb oe Ul gee thea leeh eee eee 65,000 560,000 
Special contribution to employees’ pension plan ...............cseeeee 400,000 
Provision Pm SUMINNS EAN Fe bn Sanyo eo eT we ee ee 5,000 76,000 
BO FON oo ony 0.05 teks endaivhn uses os bee $ 60,000 $ 84,000 


+ 2¢ $1,000,000 reduction in freight earnings in 1960 was principally the result of the 
*sutcown of the parent company’s mining operations at Port Radium, N.W.T., and the 
coming of 4 number of mines in the vicinity of Uranium City. The $442,000 decline in 
vver2ng expenses during the year reflected this decrease in operating activity. The 
“eee, conteoution of $400,000 to the employees’ pension plan in 1959 represented the 
com, Of additional benefits in respect of past service, resulting from the establishment by 
aren’ cormpany of a new pension plan for employees. 

‘f toe interests of reducing overhead expenses, the company decided to allow its 

 psurance coverage on marine equipment to lapse during the year under 

#* ‘he saroe time inereasing its own internal reserve for marine insurance from 

©9999 to %500,000 by the transfer of $400,000 from surplus account. The full amount 
© reserve is funded and invested in short-term deposits. | 
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145. Polymer Corporation Limited. This company was incorporated in 1942 under 
the Companies Act, 1934, in accordance with the provisions of section 6 of the Department 
of Munitions and Supply Act, c.3, 1939, as amended by c.31, 1940. The company 
manufactures synthetic rubber and chemicals at its plant in Sarnia, where its head 
office is also located. 

The equity of the Crown at December 31, 1960 amounted to $64,600,000, consisting 
of capital stock of $30 million and surplus of $34,600,000. During the year under review, 
dividends of $3,000,000 were paid to the Receiver General of Canada. 

During the year a study company, Polymer Corporation (France) 8.A.R.L., was 
formed in France for the purpose of examining the practicability of building and operating 
a special purpose synthetic rubber plant in that country. The incorporation of the sub- 
sidiary company, Polymer Corporation (SAF), was obtained in January 1961 and an 
investment of $1,293,228, being a subscription of 25% on 254,599 shares, was made. The 
equity capital of the subsidiary company is held 95% by Polymer Corporation Limited 
and 5% by the Banque de Paris et des Pays-Bas. 

Since operations for the year ended December 31, 1959 were affected to a consider- 
able extent by a strike of employees, the results achieved in the year ended December 31, 
1958 have been used as a basis of comparison with the year under review in the summary 
of operations which follows: 


Year ended December 31 
1960 1958 
fo ge Re 2 AE. SAL en ae ee ers fee eer ae $85,257,000 $75,075,000 


Veen anh Ok «2 cae s chia pen feck 8 eae 658,000 465,000 
85,915,000 75,540,000 


Cami pERROUM BOIM, .caiels.. Rubs Ai the s Ak a ab nh ede eee ee ca cneeaeda’s 62,742,000 60,062,000 
Selling, administrative and research expeMses ....... 6. eeeer eee ee ees 3,672,000 3,033,000 


66,414,000 63,095,000 


Net income before provision for income taX ......sseeeeeeeeeeeeeees 19,501,000 12,445,000 
rrvinian TOR INGOING TAN sak coc ccs ceed cce vas beer een creed ee ese cetmaws 9,650,000 6,068,000 


Oe a a Sa, a ee Te $ 9,851,000 $ 6,377,000 


In recent years the company has been expanding its sales activities into overseas 
markets. The effect is evidenced by the fact that, while in 1952 only 29% of sales were to 
overseas customers, by 1958 the percentage had increased to 64% and by 1960 to 67%. 

Inventories at December 31, 1960 amounted to $16,694,000, an increase of $3,854,000 
over those at the end of the preceding year. The inventory turnover in terms of net sales, 
however, was 5.10 in 1960 as compared with 4.66 in 1999. 

Reference is made to the Fifth Report, 1961 of the Public Accounts Committee 
where, in paragraphs 94 to 99, inclusive, the Committee reported upon its examination 
into the affairs of Polymer Corporation Limited during the course of its hearings. In 
paragraph 99 the Committee recommended that the Auditor General be appointed 
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either the auditor or joint auditor of Polymer Corporation (SAF). In this connection, 
the Auditor General was notified on October 20, 1961 of his appointment as auditor 


of this French subsidiary company. 


146. The St. Lawrence Seaway Authority. The Authority was established by the 
St. Lawrence Seaway Authority Act, c. 242, R.S., to construct, maintain and operate a deep 
waterway between Montreal and Lake Erie, either wholly in Canada or in conjunction 
with works to be undertaken by an appropriate authority in the United States. Agreement 
was reached whereby The St. Lawrence Seaway Authority would construct the necessary 
channels, canals and locks on the Canadian side of the St. Lawrence River and the Saint 
Lawrence Seaway Development Corporation would construct channels, canals and locks 
on the United States side. The reports of the Toll Committees of the two Seaway entities 
were approved by the governments of Canada and the United States on March 9, 1959. 
The Seaway opened for navigation on April 25, 1959. 

On April 1, 1959 the Authority took over responsibility for the operation and main- 
tenance of the Lachine, Cornwall, Welland and Sault Ste. Marie canals from the Depart- 
ment of Transport. 

The Act provides for three members to constitute the Authority. The head office is 
at Ottawa with operating headquarters at Cornwall and district headquarters at St. 
Lambert, Cornwall and St. Catharines. 

The Crown’s equity at December 31, 1960 is shown on the Authority’s balance sheet 
as follows: 


Capital assets transferred from Department of Transport, April 1, 1959 (including 


Welland Ship’ Canal-at-a value of $130,704,000) 4.064: oe ge ee ca ere eee $ 181,816,000 
qopada acer seeian aoe GUC ACh. oc. crs vceeue Meee ene + ares sone eee 305,500,000 
Thiterest on loans—matared and capitalized 20s. ... 205s ccsne2eeee tua eee eee 19,427,000 

506,743,000 
PSCUTIEL SFIS RCTG ee Ss oie ods Dane cod pain ew ules ee sd ee eee 12,177,000 
$ 494,566,000 


A major change in financial and accounting policy is reflected in the financial state- 
ments of the Authority during the year under review. It is the opinion of the Authority 
that basically the Seaway is expected (a) to pay its way so far as out-of-pocket operat- 
ing costs are concerned, (b) to replace equipment and other assets with lives of less 
than 50 years, and (c) to pay interest on amounts borrowed and to amortize the prin- 
cipal over 50 years. 

Accordingly the Authority has decided that depreciation should not be included 
in the operating costs of the Seaway, or otherwise provided, for the reason that the major 
assets, namely, land, dykes and channels, are non-depreciable while the majority of the 
other facilities such as locks and structures of a similar nature have a useful life of more 
than 50 years. In place of depreciation, operations are to be charged with amounts 
sufficient to provide for amortization of debt over the statutory period of 50 years, in- 
terest on debt and provision for replacement of assets, e.g., movable equipment, etc., 
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with an estimated useful life of less than 50 years. This decision was implemented dur- 
ing the year under review by reversing depreciation amounting to $4,062,000 set up in 
1959, and by providing an amount of $134,000 with respect to 1959 for replacement of 
movable equipment. 

We understand that the new policy and the rates to be used in arriving at the 
annual provision for replacement are in conformity with those of the Saint Lawrence 
Seaway Development Corporation and were adopted by both Seaway entities with a 
view to providing a uniform calculation of costs. 

The operating costs for 1960 were charged with $12,791,000 for interest and $92,000 
for replacement of movable equipment. No provision was made for amortization of 
principal during the year because the financing plans call for payment of interest only, 
each year up to and including 1962, with the principal subject to amortization during 
the period from 1963 to 2009. 

It will be noted that the Authority’s new policy, as outlined above, makes no pro- 
vision for the replacement of movable assets such as lock gates, etc., which have an esti- 
mated useful life of more than 50 years. Unless the Authority is to return to a policy 
of debt financing immediately the present indebtedness has been retired as required 
by the St. Lawrence Seaway Authority Act, provision must be made for the replace- 
ment of assets of the types mentioned, in the fifty-first and subsequent years. Because 
of the provision of section 16 of the Act that tolls provide a revenue sufficient to defray 
operating costs, and, as operating costs include provision for replacement of movable 
assets regardless of the duration of their useful life, the financial plans of the Authority 
should include provision for the continued operation of the Seaway facilities beyond 
the period of 50 years provided by the Act for retirement of its indebtedness. 

Reference was made in our report dated March 30, 1961 to the Minister of Transport 
under section 87 of the Financial Administration Act to the indebtedness of the 
Authority to the Government of Canada, which was as follows at December 31, 1960: 


Loans under wection 25 of the Ach... oi. ee cece eee s caw esas emeiens $ 305,500,000 
Interest on loans—matured and capitalized .......... cece cece eee e ener neon teens 19,427,000 
Interest on capital debt, unpaid for the year 1960 ......-..--s sees ee eee e eee eee 9,649,000 


$ 334,576,000 


Borrowings in 1960 amounted to $20,000,000. During the year the Authority repaid 

from its 1959 net earnings $5,000,000 in reduction of the interest matured and capitalized, 
and from its 1960 net earnings $3,500,000 of the $13,149,000 interest due for that year. 
The balance of $9,649,000 was repaid on March 30, 1961, a further loan of $9,500,000 
having been obtained for that purpose. 
Section 13 of the St. Lawrence Seaway Authority Act limits the borrowings of the 
- Authority to $335,000,000 and therefore the borrowing of $9,500,000 to pay interest has 
in fact reduced the amount the Authority may borrow for construction purposes. Further- 
more, as operations are charged with the amounts required to amortize the indebtedness 
of the Authority, the borrowing of funds to pay interest will result in a duplicate charge 
against operations, once by way of interest and again by way of repayment of principal 
(see also paragraph 63). 
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The following is a summary of the income and expense of the Canadian section of 
the deep waterway from Montreal to Lake Ontario and the Welland Ship Canal for 
the year ended December 31, 1960, with comparative figures for the period April 25 to 


December 31, 1959: 


January 1 to April 25 to 
December 31, December 31, 
1960 1959 
Income 
Polina foc hc Vaud da bp kk bid oe oad «a hoods Re ee $ 8,483,000 $ 8,329,000 
Other income. 5. css dk bee ie eds 0 ob os Be oe te ee ee 878,000 885,000 
9,361,000 9,214,000 
Expense 
Operating expensed oo... ote n-ne noes ries oamNes sb niase ens as 2,321,000 1,642,000 
Maintenatice - expériges.).:5 ios. lh ADT A RNs elles ean « . 1,688,000 701,000 
Operating and maintenance supervViSION ..........e seer enone 864,000 574,000 
Administrative. expeRses. o. <5 axts'. «dup cine ees een ee vege ese 1,324,000 1,135,000 
6,197,000 4,052,000 
Deduct: Portion of supervision and administrative expenses 
applicable to-non-~toll canale! i... G5. 22 see 6. Corey. TMs es 288,000 99,000 
5,909,000 3,953,000 
Net operating income before providing for interest and for 
replacement of movable equipment ..............ccceeee scenes 3,452,000 5,261,000 
Interest on loans from the Government of Canada .............. 12,791,000 7,994,000 
Provision for replacement of movable equipment ................ 92,000 
Provisionsfor depréeistion, 5 is) «92i6 a deh hig eaess Baers ee oe 3,955,000 
12,883,000 11,949,000 
Net Wee Ui awed I Joe date cs eee a Can Ue $ 9,431,000 


$ 6,688,000 


The $9,431,000 net loss for the year ended December 31, 1960 compares with a net 
loss of $2,745,000 for the period April 25 to December 31, 1959, after taking into account 
adjustments resulting from the discontinuance of depreciation accounting. 

The extent by which revenues in 1960 fell short of meeting expenses in each of 


the two sections of the waterway operated by the Authority is shown in the following 
summary: 


Montreal- Welland 
Lake Ontario Canal Total 
Eo ie Wate bein wind a ve ae ee te ae ae $ 7,156,000 $ 1,327,000 $ 8,483,000 
Ssther- income’. et. sd oe eee eA 132,000 746,000 878,000 
7,288,000 2,073,000 9,361,000 
Expenses of operation, maintenance and administration 2,110,000 3,799,000 5,909,000 
Nef operating profit (loes),- 6. dsc 4. as decuEbea fed deun eoce 5,178,000 (1,726,000) 3,452,000 


STORE: ON. LORIE: aoe egal tL. ee ee ee 11,532,000 1,259,000 


Net loss, before providing for replacement of movable 
RUIDIUEAG oe twcns dav tne co edicts le Ae ee $ 6,354,000 $2,985,000  $ 9,339,000 


12,791,000 


On the Montreal-Lake Ontario section, the net operating profit of $5,178,000 com- 
pares with a profit of $5,894,000 for the previous period. The Welland Canal operations, 
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however, have resulted in a net operating loss for two successive years: $1,726,000 in 
1960 compared with $633,000 for the preceding period. 

Toll revenues for the two navigation seasons have been substantially less than had 
been anticipated by the Tolls Committee, as shown below: 


Montreal-Lake Ontario Welland Canal 
Estimated Actual Estimated Actual 
SR Sa ee $ 9,301,000 $ 7,105,000 $ 2,060,000 $ 1,224,000 
| (egret oep apy Geigy eae ig ballgame 10,789,000 7,156,000 2,215,000 1,327,000 
$20,090,000 $14,261,000 $ 4,275,000 $ 2,551,000 


The following is a summary of the expense, income and capital expenditures of the 
non-toll canals administered by the Authority for the year ended December 31, 1960, 
with comparative figures for the period from April 1 to December 31, 1959: 


| January 1 to April 1 to 

| December 31, December 31, 

| 1960 1959 

al Expense 

| TE RE re Oe ora Cie g ie 3 Kk 2 asia qe Rie Wine ® wia.n ee 6 x's oie $ 648,000 $ 273,000 

PIERETIANI EROTIOOR fy Sie e as Es is wale te sine Vlas eees 360,000 152,000 

| Operating and maintenance SUpPerVISION ............. cece eee 224,000 146,000 

| Portion of Authority’s supervision and administrative expenses 

! PRT SIPC Ts cee cs ce tegen serena sas 288,000 99,000 

| | Piel yam ereh tain ITAL). S05 as EE EO 101,000 

Expenditure on uncompleted work orders, and unabsorbed 

| I OE re ie eg dn ch eS Pee nn CARE RN ae 85,000 160,000 
1,706,000 830,000 

| Income from rentals, wharfage, etc. .......... ccc eee eee cece eens 441,000 313,000 

| BPTI COTCIG pce sci w sweeter sete ge tee stone ntenacsenses 1,265,000 517,000 

Capital expenditures .......... cece cece e ene eee eee en tence nens 1,263,000 1,139,000 


Operating deficit and capital expenditures (recovered from parlia- 
. mentary appropriations) ......... cee cece eee ee eee eee eee enees $ 2,528,000 $ 1,656,000 


In our report to the Authority last year, reference was made to accounting dif- 
‘ficulties encountered during the first period of operating the Seaway and the corrective 
measures which the Authority, after consultation with the Audit Office, proposed to 
take through the employment of more senior accounting staff, improved division of 
responsibilities and the strengthening of the internal audit staff. In the course of our 
examination of the accounts for the year under review, we have found many improve- 

| ments in the system of internal control resulting from the experience gained during the 
first period of operations and from the reorganization and recruiting program which 
_had been partially completed by the year- -end. An internal audit staff has now been set 
up to carry out a detailed examination of the Authority’s books and records. 


147. Northern Ontario Pipe Line Crown Corporation. This Corporation was estab- 
lished by the Northern Ontario Pipe Line Crown Corporation Act, c. 10, 1956, for the 
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purpose of constructing the Northern Ontario section of the all-Canadian gas pipe line, 
and leasing (subject to approval by the Governor in Council) the said section, on com- 
pletion, to Trans-Canada Pipe Line Limited, with an option to purchase. 

The construction of the facilities has been financed primarily by loans made by the 
Government of Canada under section 6 of the Act and the Corporation’s indebtedness 
in this respect was $124 million as at December 31, 1960. An increase of $500,000 during 
the year was the net result of additional loans amounting to $4,000,000 and repayments 
of $3,500,000. A maximum of $130 million is placed by the Act on the amount which 
may be outstanding at any time. 

The assets of the Corporation as at December 31, 1960 were recorded at $130,782,000, 
including assets acquired or in the course of construction, $119,361,000, and engineering, 
administrative and financing expenses, $9,948,000, treated as part of the capital cost of 
the Northern Ontario section of the pipe line. 

In October 1958, when the Northern Ontario section had been substantially com- 
pleted and was ready for operation, the Corporation leased the section to Trans-Canada 
Pipe Line Limited for a term of 25 years, with an option to purchase the facilities, exercis- 
able during the period of the lease. Under the terms of the lease all the expenses of 
operation, repairs and maintenance, taxes and other expenses of upkeep are borne by 
the lessee. 

The Corporation’s surplus account showed a balance of $219,000 at the close of the 
financial year, compared to $127,000 at the close of the previous year. The increase of 
$92,000 was practically all accounted for by the difference between the $4,392,000 of 
interest earned in accordance with the lease agreement with Trans-Canada Pipe Line 
Limited and the interest costs of $4,300,000 on loans from the Government of Canada. 

In accordance with a 1957 agreement, detailed accounting records have been main- 
tained by Trans-Canada Pipe Lines Limited, which supervised all construction work 
under the overall engineering supervision of Defence Construction (1951) Limited. As 
expenditure vouchers were certified by Trans-Canada Pipe Lines and approved by 
Defence Construction (1951) Limited before payment by the Corporation, the latter 
needed to maintain controlling accounts only. 


Departmental Operating Activities 


148. Extensive trading or servicing activities are operated by several departments, 
for example: 


Agricultural commodities stabilization activities (operated by the Agricultural Stabilization 
Board under the Department of Agriculture) ; 

Board of Grain Commissioners (under the Department of Agriculture) ; 

Canadian Government Elevators (operated by the Board of Grain Commissioners under 
the Department of Agriculture) ; 

National Film Board (under the Department of Citizenship and Immigration) ; 

Royal Canadian Mint (under the Department of Finance) ; 

Post Office activities; 

Public printing and stationery activities; and 

Airport operations (under the Department of Transport). 
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149. Reference has been made in paragraph 117 to the statutory direction contained 
in the Financial Administration Act regarding the annual financial statements to be 
prepared by Crown corporations. There is, however, no statutory direction regarding the 
preparation of financial statements in respect of trading or servicing activities operated 
by departments. Revenues arising from such activities are included in the Publie Accounts 
as revenues of the departments concerned, while the expenditures that involve cash out- 
lays in the year are recorded as charges against the parliamentary appropriations for 
those departments. In addition, where statutory revolving funds are used to acquire 
materials, etc., statements summarizing the transactions in the revolving fund accounts 
are also included in the Public Accounts. In the few instances where financial statements 
showing operating results from departmental operating activities are included, the costs 
shown include only the direct costs arising from cash outlays by the departments con- 
cerned and do not include non-cash charges for depreciation, interest on capital, services 
provided by other departments, etc. 
) 
150. Agricultural commodities stabilization activities. The Agricultural Stabilization 
Board established by the Agricultural Stabilization Act, c. 22, 1957-58, has the responsi- 
bility of stabilizing prices of agricultural commodities at levels bearing a fair relationship 
to their cost of production. Pursuant to the Act, the Agricultural Commodities Stabiliza- 
tion Account was established in the Consolidated Revenue Fund and finances the 
‘activities of the Board, except for administrative expenses which are provided for through 
| annual parliamentary appropriations. 

The transactions recorded in the Account during the year ended March 31, 1961, 
as shown in the Public Accounts (Volume II, page 1-44) are summarized as follows in 


comparison with the corresponding amounts for the preceding fiscal year: 


| 


| Year ended March 31 


| 1961 1960 

; 

| Trading losses 

| RM Fe AM te tee eee cisermencdeadas $29,236,000 $27,862,000 
ST. ann UO eenlete eet an ne ne ae pera AS 2,442,000 3,409,000 
OE cence Oca) | 8,108,000 

| a oe ae ere reer rrr ttre rer rs tres 4,810,000 
Reena 85 a Peveiy end ckeeddaad ead hana w eee kd 659,000 697,000 


32,337,000 44,886,000 


} 

| is i ganrivecsnnnsnuesdsecesaivten 11,433,000 9,844,000 

| eee EE PET eee EET e ee TEE EEEe EEE 2,716,000 2,657,000 

NO as  EaAGor OC LE oe eh 2,082,000 

| eo Se, pT TERETE CEO CUT ETT CE TERETE 1,253,000 1,219,000 

Eo en SECRET eet 867,000 1,217,000 
RO ag i ccc ah bekesives susreabewessvisereounneee 88,000 396,000 


18,439,000 15,333,000 


$50,776,000 $60,219,000 
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A charge of $2,665,000 for the balance of the preceding year’s net operating loss was 
made against the parliamentary appropriation provided to recoup the Account for the 
net operating loss as at March 31, 1961 (Vote 666). 

The $50,776,000 loss shown for 1960-61 does not include administrative expenses 
of $408,000 charged to the appropriation for “Agricultural Stabilization Act Administra-: 
tion” (Vote 10) as shown in the Public Accounts (Volume II, page 1-13). In addition, 
certain accounting services with respect to the stabilization program are rendered by. 
the Office of the Comptroller of the Treasury as a charge to the appropriation for the 
costs of that Office (Vote 108, 1960-61). Interest on the funds employed is not taken into’ 
consideration. | 

At March 31, 1961 inventories held by the Board amounted to $90,383,000, compris-' 
ing: pork, $21,895,000; butter, $66,963,000; and other commodities, $1,525,000. 


151. Board of Grain Commissioners. The Board of Grain Commissioners, established 
in 1912, operates under the authority of the Canada Grain Act, c. 25, R.S., as amended. 
The Board consists of three commissioners and has jurisdiction to inquire into any 
matter relating to: grading, weighing and storage of grain; unfair or discriminatory, 
operation of any elevator; and failure or neglect to comply with provisions of the Act 
or regulations made thereunder. | 

A statement of the expenses incurred by the Board during the year ended March 31, 
1961 is given in the Public Accounts (Volume II, page 1-49). The following is a 
comparative summary of the results of the Board’s operations for the past two fiscal 
years: 


Year ended March 31 
1961 1960 
Expenditure 
RISIAT TORY IT WTIS GEC 2 Lanes Wc Modelers (ois oats SEs oA as Re en ae $ 3,817,000 
PUIG crc Giue Mie MR tee Ra aake, atas yeaa ede ee aes See ae 184,000 185,000 
DR ores ured we Tee NUS aig a bn aad Hes Case Scheele hae ae ee 137,000 137,000 
Pre ares LTO og on nig Mania, Stace cies we ed ae eee 59,000 58,000 
RICE re Pr nen ec osm Ure nee, Ge oes Ok dee mee 223,000 206,000 
4,738,000 4,403,000 
Revenue 
PROLOG: Smear Sc Sank er a Vere pu ee ee 1,616,000 1,674,000 
reper’ eee ns a era ae ae eens coe Od wee were 821,000 851,000 
PPERINIALIONe Bi eaneeliatione. <2 2.x) 04-8 oso ee 44,000 46,000 
TACCTIOOS | 54 Wi aaadns wie oa shed ob saw decayed wadesal so, en el 29,000 29,000 
peniry reveinuy Cogent oer ieee ee, ee 6,000 5,000 
2,516,000 2,605,000 
spa0ees Ol SXpenditure OVEr TAVENUG’.. ooo ecuick ciccccinl cee. ee $ 2,222,000 $ 1,798,000 


The increase in salaries, allowances, etc., in 1961 over 1960 of $318,000 is primarily 
due to a general increase in staff salary ae during the year. In addition, the salaries 
of the commissioners, amounting to $42,000, were included for the first time in the 


AUDITOR GENERAL’S REPORT 97 


statement for the 1961 financial year. The increase of $17,000 in general expenses is 
mainly accounted for by the installation of new equipment costing approximately 
$40,000, partially offset by a reduction of $27,000 in expenses of the Inspection Branch. 
: It will be noted from the above table that the $2,222,000 excess of expenditure over 
revenue for the year under review is $424,000, or 24%, greater than the excess for the 
previous year. This is the seventh consecutive year in which the excess of expenditure 
‘over revenue has exceeded one million dollars. 

| The fees charged for services provided by the Board have not been revised since 
1949, while the costs of providing these services have increased substantially. As a result 
of a similar reference in last year’s report commenting on the 1959-60 results, the Public 
Accounts Committee recommended in its Fifth Report, 1961 (paragraph 88) “that steps 


| 


be taken to bring revenues and expenditures into balance”. 
| 152. Canadian Government Elevators. The Canadian Government Elevators have 
been operated since their inception in 1913 by the Board of Grain Commissioners, as 
‘currently provided for by section 166 of the Canada Grain Act, c. 25, R.S. There are 
five interior terminal elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton and 
Lethbridge, and a terminal elevator at Prince Rupert, together with a terminal elevator 
at Port Arthur which is under lease to a private company. 

| The Crown’s equity in the Canadian Government Elevators at March 31, 1961 
amounted to $13,079,000, represented by fixed assets of $12,183,000 acquired out of 
funds provided by parliamentary appropriations, together with a surplus of $896,000. 
Funds provided for capital purposes in the year amounted to approximately $25,000. 

| The following is a summary of the results of operations for the year ended March 31, 
1961, as shown in the operating statement given in the Public Accounts (Volume II, 
page 1-55), in comparison with the corresponding amounts for the preceding fiscal year: 


Year ended March 31 


1961 1960 
Revenue 

inthis. GEG Ew sas sete nan os a pboristarhemiy: on dee $ 1,256,000 $ 1,196,000 
meric, Vee ea es ING Ge 8 ee visors we ee peste eng erne ers fanenes 295,000 310,000 
Cleaning ...... DAME apa t egress sr bees ders ds eeelyse yy cei teene de 184,000 101,000 
DR oa cn on cs og 8 Re PRES Hye Ohncnd daiy lens s eed be Syta art 104,000 229,000 
MEMO Mewent@eN Te Loop ccharevoccerensasereperpreeeseaseri2: O 182,000 121,000 
2,021,000 1,957,000 

Expenditure 
| SUAMRie WET WDE, cca accesses ssepwhecdvete rene evansewscnates 839,000 804,000 
| WDE Ai ATSIR as a x x c's ROR? dorereererins oF or een elerey Lanse 369,000 446,000 
. Peratth lin Lien OP GASES 6.6 oes nc cco cnoorceneerereereessreregreer rss 114,000 97,000 
heer cneseenersesre rer eegeee ee 93,000 93,000 
WURGr SRPGNCNGUTES <i ice wenn ceecncee ner errerenscsrnecenreserre 101,000 113,000 
1,516,000 1,553,000 


RE TENSE EUS SEMANA NAA Sry ath ene poparncorescenoeserenenne $ 505,000 $ 404,000 


98722-2—7 
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The net profit thus determined is without taking into consideration amortization 
of elevator construction costs, interest on funds employed, ete. 

A loss of almost $23,000 was suffered by the Lethbridge elevator during the year 
under review. This was the sixteenth consecutive year in which the revenues of this 
elevator have failed to cover even its direct costs of operation. 


153. National Film Board. The National Film Board was established by the 
National Film Act, now c. 185, R.S., in order to promote production and distribution of 
films in the national interest. Section 18 of the Act provides for the establishment of 


the National Film Board Operating Account in the Consolidated Revenue Fund. The 


Account is credited with amounts transferred from appropriations made by Parliament 
for “Administration, Production and Distribution of Films and Other Visual Materials” 
(Vote 238, 1960-61) and also with income arising from the sale and rental of films and 
other visual materials. 

The equity of the Government of Canada of $4,386,000 comprises the balance of 
$593,000 in the National Film Board Operating Account, which represents working capital, 
together with an investment of $3,793,000 in equipment transferred to the Board at 
its inception or purchased out of funds provided through parliamentary appropriations, 
less disposals. 

Under the provisions of the Act, the Board maintains an accounting system on the 
accrual basis in addition to the accounts maintained by the Comptroller of the Treasury 
on the cash basis. The financial statements for the year ended March 31, 1961, prepared 
from the Board’s accounts and certified by the Auditor General, are included in the 
Public Accounts (Volume II, pages 21-4 to 6). 

A summary of the Board’s transactions for the year, compared with the preceding 
year, follows: 


Year ended March 31 
1961 1960 
Expense 
Production of films and other visual materials ..................0005 $ 2,702,000 $ 2,441,000 
PeeLIOL: OL GIS ua Soe ee te bees? PARRY Ot Rees yee eee Renee eae 2,076,000 1,912,000 
Adwmanistration and peneral services ¢i080.5 55 44 6S e454 haa tee ee eee 831,000 782,000 
Cost of production of films and other visual materials for government 
Gepariments snd Others: ...4iieoxiwetersesnskcenssa Wieck SA 1,211,000 1,158,000 
Acdiimvion of SOulmenee (Nel) adrccson tee woe teas Sees pio wren tae 154,000 194,000 
6,974,000 6,487,000 
Income 
Sales of film and other visual materials to government departments 
RA CATS ee ee os oc he EG SEW E OE URALEA Bn ee Reeve ek se Lae eee 1,416,000 1,359,000 
Pre ale BAG POVAIICS 25345 cach GLEE GAA eae EA ces nee sees enue eee 684,000 576,000 
PR CPMIB OOS Y Coke os «5.5 Fs NRENE HACK SAR WEA ASE b ve eee eee 22,000 21,000 
2,122,000 1,956,000 
GOO oo, Ee Sy a RE ee Ae ee ee en SOME NH LON CAT < $ 4,852,000 $ 4,531,000 
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The expenses do not include any charges for amortization of building construction 
costs nor for office furniture and furnishings and maintenance services provided by the 
Department of Public Works; interest on funds employed; nor for certain accounting 
services provided by the Office of the Comptroller of the Treasury. 

The recorded cost of equipment on hand at March 31, 1961 was $3,793,000. The 
cost of additional equipment acquired during the year amounted to $159,000, while 
the original cost of the equipment disposed of and written off totalled $73,000, for which 
credits of $5,000 were obtained. The items written off included over $11,000 of equip- 
| ment which could not be located on the taking of inventories over the past two years, 
notwithstanding several efforts made to locate the missing items. 


154. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of 

the Currency, Mint and Exchange Fund Act, ¢.315, R.S., which requires that facilities 
be provided for making coins of the currency of Canada see for melting, assaying and 
refining gold. 
Revolving fund accounts are maintained for the recording of transactions in gold, 
silver and other metals acquired by the Mint for the purpose of its operations. The 
| following 1 is a summary of the charges and credits to these accounts during the year under 
review in comparison with the corresponding amounts for the preceding fiscal year: 


| 


| Year ended March 31 
| 1961 1960 
I ee IIe OF VCAT bo5 bc 6s eet eee ewes so veweewwewees oc $11,503,000 $11,380,000 
Add: Purchases during year— 
| RD et eee rs 88,667,000 88,311,000 
men 0) MMM ec ab eb hae eed wows ue deen dean ees 8,433,000 6,441,000 
eine ri iaire sh ek He oe ox ides... aud lea Ghed ete «kings Vids + of 1,081,000 420,000 
98,181,000 95,172,000 
SE OR SS Se ee Ce ae ee eee Tere rere sere 244,000 (83,000) 
109,928,000 106,469,000 
Deduct: Sales and other credits— 
Ray PRS BP PE DEA Ss ee ie Sie oes oc clea ON bo oe bo ate O¥% 86,315,000 90,384,000 
Silver Goiiussuer at face Vale 150i. ie bees oes os adele ddele 14,052,000 8,219,000 
Oia eee emetic AE Tm Ao | 5 cn Bibeunceiessa enie wi dmigen aes 3,109,000 1,408,000 
er Leah os wise 4 dining AG wth ae ees ni 521,000 25,000 
Sc gets On Mea pple pa ied alge Deis best iis ik SS pa ea Nias 59,000 
104,056,000 100,036,000 
) 5,872,000 6,433,000 
| Add: Transfers to Revenue— 
/ MN Wat OIPAOR GOGTATIOUS 2. .-0 02) inchs ien ccc essocagseresers 8,006,000 5,040,000 
) a, EN ee, ne 2) ne rr ee eee or 73,000 30,000 
| 8,079,000 5,070,000 
. mmirind mr anit al. venrrs. 11 SG: ia. ae aos cee eile ge $13,951,000 $11,503,000 


The revenue of $8,079,000, together with other revenues of $597,000, making a total 
of $8,676,000 for the year ended March 31, 1961, is recorded in the Public Accounts as 
‘revenue of the Department of Finance. Offset against this were expenditures totalling 
| ep 08722-2—73 
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$1,435,000 charged to parliamentary appropriations under the Department of Finance 
as follows: administration, operation and maintenance, $1,412,000 ($1,156,000 in 1959-60), 
and construction or acquisition of equipment, $23,000 ($67,000 in 1959-60). 

The net result of these charges and credits was an excess of revenue over expenditure 
of $7,241,000 compared with $4,394,000 in 1959-60. Costs not reflected in the accounts 
include amortization of building and equipment costs, interest on funds employed, ete. 


155. Post Office activities. The following is a summary of the Post Office transactions 
reported as departmental revenues and as charges against parliamentary appropriations 
in the Post Office section of Volume II of the Public Accounts for the year ended March 
31, 1961, in comparison with the corresponding amounts for the preceding fiscal year: 


Year ended March 31 

1961 1960 
Gross postal TeVeNUe .......cceceseeccreececerersceescesceseaes $ 201,952,000  $ 193,593,000 
Less: Expenses paid from revenue .........-ee sree eee ee ee ecees 28 358,000 26,031,000 
Net postal revenue ........ceee reece cece eee e cence eeceereeerencs 173,594,000 167,562,000 
Miscellaneous reventie. 2... kee nc ee eee ies eer ag eres meen eens 52,000 67,000 
173,646,000 167,629,000 

Deduct: Expenditure from parliamentary appropriations— 

RO ee LCR Le it ois oo RE xia analy «WLS «deleinre Wate ats 111,020,000 101,351,000 
PL PAYEE SES 9s Cots gus. x nice pian BC Marek Alara te ne 62,200,000 59,803,000 
Administration, financial services, etc. .........ceeseseese 5,152,000 4,638,000 
178,372,000 165,792,000 


Hixtdes Of bxponditanre over revenue os. djae oc sic oe ce seen send weeds $ 4,726,000 $ (1,837,000) 


This recorded excess of expenditure over revenue does not, however, take into con- 


sideration charges for: 

(a) amortization of building construction costs (the cost of constructing new buildings 
is borne by appropriations for the Department of Public Works) ; 

(b) maintenance and operation of buildings (this cost is undertaken as a charge to appro- 
priations for the Department of Public Works) ; 

(c) amortization of furniture and equipment cost (in lieu of charges presently included 
for purchases, against either Public Works or Post Office appropriations) ; 

(d) share of the Government’s contributions towards employees’ superannuation, etc.; 


nor credits for mail franked by and sent to Members of Parliament and government 
departments. | 


— 


156. Public printing and stationery activities. The Department of Public Printing 
and Stationery is charged, under the Public Printing and Stationery Act, c. 226, RS., 
with the execution of printing, lithographing or work of like nature and the procurement 
and distribution of paper, books and other articles of stationery required by the Senate, 
the House of Commons and the various departments. The Department is also responsible 


for the sale of all books or publications issued by order of either or both Houses of 
Parliament or by any department. 
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The basic operating expenses of the Department of Public Printing and Stationery 
are charged to the Queen’s Printer’s Advance, as authorized by section 37 of the Act. 
Credits are made to the Advance, for the value of the printing work executed for and 
charged (at “factory cost”) to the various departments, etc., and for the value of 
stationery supplied and charged (at purchase cost) to the departments. The aggregate 
of the charges to the Advance, after deducting therefrom all amounts due to the Queen’s 
Printer, is not permitted by the Act to exceed $4,000,000. At March 31, 1961 the balance 
of the Advance was $5,581,000, while accounts receivable totalled $3,226,000, giving an 
effective balance of $2,355,000. 

A balance sheet and an operating statement with respect to the Queen’s Printer’s 
| Advance were prepared for the year ended March 31, 1961 and appear in the Public 
Accounts (Volume II, pages 30-6, 7). 

The results of the year’s operations, as presented in the operating statement, are 
summarized as follows: 


Stationery, 
Commercial office 
printing, equipment, 
Printing etc. ete. Total 

eM ais Wiad du, 5) Lnlnpin’e-n eos » vidios $ 9,860,000  $ 5,888,000  $ 2,637,000 $18,385,000 
Oe, a ee ee ee 9,880,000 5,888,000 2,609,000 18,377,000 
(20,000) 28,000 8,000 
| UO SIRE se Aad nr 5,000 8,000 13,000 
| Excess of revenue over expense ........ $ (15,000) = $ 36,000 $ 21,000 


| The value of services and facilities, including light, power, telephone, heating, 
amortization of buildings and equipment, etc., provided free of charge by other govern- 
ment departments is not reflected in the balance sheet or in the statement of operations 
and reference to this limitation is made in a footnote to the balance sheet. We have 
‘suggested to the Queen’s Printer that consideration be given to the inclusion of such 
charges next year, by means of memorandum entries. 

| In addition to the expenditure recorded through the Advance, expenses totalling 
$3,484,000 were charged to eight different parliamentary appropriations, as follows: 


RE NE RPE NG Ss rob 5 ko Kawano os 8 aye eo kha ee ge cas he kee 6 tga es $ 717,000 
Purchasing, stationery and stores (largely for salaries and wages of procurement and 
| stationery stores personnel, and repairs to office equipment) .................06, 1,162,000 
| eI Or meal ari) eid p's dubs Ld p Aeio wind 00 ialsin ve (ahs « Dep etem nee tae 459,000 
/ Printing and binding official publications for sale and distribution to departments 
| ee SR Eee ee ye ee cc toe te sce ets Beebe Poe sateen saab es LPS e EES 649,000 
| Deter TOM en Rin tette sod, SUI tae. OS a ee es 145,000 
Pentre sanv binding athe. annital statutes sss. - saps is sls dee oe = porte dmnniens Bene 38,000 
Pe MRI ORES IN) TOTIGCOTIETIES  . wg oc cie cs Ge cd cence eso sv mnsnserperessnamgnnne 273,000 
Reimbursement of Queen’s Printer’s advance account for the value of stores 


which have become obsolete, unserviceable, lost or destroyed .............+.. 41,000 


$ 3,484,000 


| 
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Credits to Revenue, in addition to the $21,000 excess of revenue over expenditure 

7 - | 
on printing operations and stationery transactions which was transferred from the. 
Queen’s Printer’s Advance in May 1961, amounted to $1,159,000, most of which resulted t 


from sales of publications. : 


157. Airport operations. At the close of the year under review, the capital invest- | 
ment of the Department of Transport in airports totalled $479,181,000, of which | 
$64,955,000 was added during 1960-61. 

The following is a summary of the revenues for the year ended March 31, 1961, 
recorded as departmental revenues, 1n comparison with the corresponding amounts for 


the preceding fiscal year: 
Year ended March 31 


1961 1960 


—_—— _————y 


Aircraft landing fees: 
$ 2,170,000 $ 1,804,000 


Voisin beecdikas cons eds dae sells Meech pe ens bares eupe nme 
PD cepa Pur ety he oe eter ie Capek ¥ HESS ning a aees a baw leien came 8a ee aie eee 539,000 510,000 
Trangspceahic Cee, cad oe fre weet onwuae'e's Gay «oe Bivegte WR Mee oes 2,093,000 2,322,000 
Dee ©) es os Pek en cb sa ety esbase as tea SR seetmems 19,000 10,000 
4,821,000 4,646,000 
Rentals: 
PERSE ge tee Sos skis ae cet nn ogee ewe oe oo ares ernst cls rater 222,000 211,000 
Tiwi yur POT ease sice 3 ek 8d 8icse eee lasso ER a! ok 9 a eR RS a Shei 403,000 398,000 
Office, shop and garage Space ......... ee cece esse eee eset ee eetees 774,000 612,000 
ie 8 A lt eee Os lee. Cg G Eten Mere n a kore ae CR Omer Bare a SP se Sart gy 631,000 417,000 
2,030,000 1,638,000 
Concessions: 
Sama te TO ccs ce hen tl Se eo oe ries ate sine tee art tir ees eee eee 1,371,000 1,150,000 
Oe’ S28 aires 2. See ak ea ee, «nF. oh APE ae Eee 993,000 697,000 
2,364,000 1,847,000 
Miseellanenns’.reventies ..cvo0e co ec flee ees Ye te on ee eae 1,873,000 886,000 
Total. revenues. « < «; Oop ilewcas dew cd..' eee ee eters. oe $11,088,000 $ 9,017,000 


Charges to the parliamentary appropriation for “Airports and Other Ground Ser- 
vices—Operation and Maintenance” (Votes 444 and 653) totalled $19,208,000 for the 
year, compared with $16,678,000 for the preceding year. 

The excess of the expenditure (excluding new construction) on airways and airports 
over the revenues received, as thus reflected in the Department of Transport section of 
the Public Accounts, was therefore $8,120,000 for the year under review, compared 
with $7,661,000 for the preceding year. This was without recording charges for amortiza- 
tion of airport construction costs, interest on funds employed or other costs (including 
portions of expenditure charged to general air services appropriations) which would 


have to be taken into consideration if it were desired to determine the actual net cost 
of operating the facilities. 
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158. In last year’s report I expressed the view that in order that Parliament may 
| gain a clear understanding of the true financial results of departmental operating 

activities, without necessarily disturbing the present basis of providing appropriations, 
| consideration should be given to the inclusion in the Public Accounts of financial state- 
ments of the various activities designed to reflect the overall operating results in a 
) 


clear, concise manner. Such operating statements could be adjusted to the accrual basis 
and would include charges (on a memorandum basis, in the case of non-cash charges) 
_ for amortization of building and equipment costs, interest and funds employed, services 
provided by other departments, etc. A reconciliation could be prepared between the 
operating results reflected by each such statement and the cash results indicated by the 
related credits to departmental revenues and charges to departmental appropriations. 
Balance sheets could also be prepared which would indicate the value of the assets 
employed by the several activities at the year-end. I stated that if statements of this 
_ type were produced, the Auditor General would be prepared to examine and certify them. 
| Paragraph 87 of the Fifth Report, 1961, of the Public Accounts Committee reads: 
“The Committee feels that it would be desirable, in order that members have a clear 
understanding of the true financial results of departmental trading or servicing activities, 
such as those of the Department of Public Printing and Stationery and airport operations 


of the Department of Transport, were overall financial statements included in the Public 
Accounts without undue cost or staff increases.” 


| I propose to follow up this matter with the departments concerned and to enquire 
regarding the plans that they may have for the preparation of financial statements for 
_ the year ended March 31, 1962 along the lines proposed. 


| Special Statutory Audits and Examinations 


159. In addition to the examinations of departmental accounts and the audits of 
_the accounts of Crown corporations, already referred to in this report, the following 
special audits and examinations were made by the Audit Office during the year in 
accordance with directions contained in various statutes: Army Benevolent Fund, The 
Canada Council, the Custodian, Exchange Fund Account, National Gallery of Canada, 
_ Public Printing and Stationery stores, The Queen Elizabeth II Canadian Fund to Aid in 
_ Research on the Diseases of Children, Royal Canadian Mint stocks and Yukon Territorial 
| Government accounts. 

| 160. Army Benevolent Fund. The accounts of this Fund were examined for the year 
_ended March 31, 1961 pursuant to the requirement of section 11 of the Army Benevolent 
| Fund Act, c. 10, R.S., and the relative report was addressed to the chairman and members 
| of the Army Benevolent Fund Board constituted by the Act, with a copy being provided 
to the Minister of Veterans Affairs. 

During the year under review, receipts amounted to $221,000, consisting of $209,000 
for interest on the funds on deposit with the Receiver General of Canada and $12,000 
for interest on bonds. The disbursements totalled $546,000 of which $477,000 represented 


| 
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grants to or on behalf of World War II veterans, and $69,000 was for service and ad- | 
ministrative expenses. The latter amount was after making deductions for a grant of 
$18,000 provided for by an appropriation of the Department of Veterans Affairs and for 
a grant of $25,000 from the Canadian Army Welfare Fund for managing the financial | 
program of that fund. 

After absorbing the excess of disbursements over receipts for the year in the amount. 
of $325,000, the balance at credit of the Fund as at March 31, 1961 was $6,538,000. To | 
the extent of $6,277,000, this amount was represented by a balance on deposit with the 


Receiver General of Canada, the remainder being invested in Government of Canada 


bonds. 


161. The Canada Council. The Canada Council was established by the Canada 
Council Act, c. 3, 1957, “to foster and promote the study and enjoyment of, and the 
production of works in, the arts, humanities and social sciences’. The Council’s office 
is located in Ottawa. A report on the audit of the Council’s accounts for the year ended — 
March 31, 1961 was addressed to the Council and to the Prime Minister, as required by 
the Act. 

An Endowment Fund of $50 million was established under the Act. With the excep- 
tion of grants made to universities in respect of building construction projects, expendi- 
tures for the purposes of the Act are to be paid out of the return on investments held for 
the Fund. Permissible expenditures include: grants; scholarships; awards; exhibitions; 
performance and publication of works; exchanges with other countries; representation of 
Canadian arts, humanities and social sciences in other countries; and liaison with the 
United Nations Educational, Scientific and Cultural Organization. 

The following is a summary of the operations of the Endowment Fund for the year 
ended March 31, 1961, in comparison with the corresponding amounts for the preceding 


year: 


Year ended March 31 
1961 1960 
Surplus:at. Apribil ive b cake nadcicdse tee eee Pees. 2 ee eee $ 497,000 $ 570,000 


Ingome-—interest, and dividends 1 2: us o.cdasowas telaaonis4t ¥« comedabeee bs . 2,919,000 2,856,000 


3,416,000 3,426,000 


Expenditure 
Ceri i nw bie aed vets AER, OR et 0G Dee 2,544,000 2,512,000 
Special project—The Canada Council Train .................... 33,000 29,000 
Canadian National Commission for UNESCO ..................e00. 45,000 34,000 


Administrative and other expenses ............cccccccccccccecees 376,000 354,000 
2,998,000 2,929,000 


SONA BE MATOR 8 oy 5. ites othr vais BE ie ese $ 418,000  $ 497,000 
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The $11,000 increase in the expenses in connection with the Canadian National 
Commission for UNESCO was mainly due to expenditures of approximately $8,000 
having been incurred in connection with the Second World Conference on Adult 
Education. 

A University Capital Grants Fund of $50 million was also established under the Act 

for the purpose of making grants to universities by way of capital assistance in respect 

| of building construction projects intended for use in furthering the arts, humanities and 

“social sciences. Grants may be paid out of the principal and accumulated income of 
this Fund. 

The following is a summary of the transactions relating to the University Capital 

Grants Fund during the year ended March 31, 1961: 


| REC ER esc cin a os Rin nde ad o 60 ew nado «wae ned $34,598,000 
| Add: 

| BROS CAITICU OMAN VEGINIOCIIS cones ne nnemeouncescnenndeeensaes $ 1,871,000 

| See ete ON UISTIOMEL. “OF BOCUTINICS: oie. niin cevneccccuds «Spyies 1,241,000 

ee 3,112,000 
| 37,710,000 
| Deduct: 

Authorized grants made under section 9 of the Act ................ 3,368,000 


RF Nai a!) I ei de $34,342,000 


The $34,342,000 principal of the University Capital Grants Fund at March 31, 1961 
included $9,870,000 in respect of interest earned and profits realized since the inception 
of the Fund, and allocation of this sum to the provinces and universities is currently 
awaiting determination by the Council. In its Fifth Report, 1961 (paragraph 92) the 
Public Accounts Committee recommended that the Council “seek to conclude this matter 


“without further delay”’. 


162. The Custodian. Under the Trading with the Enemy (Transitional Powers) 
Act, c. 24, 1947, the Secretary of State is the Custodian “to receive, hold, manage, release, 
dispose of and otherwise deal with all property which is reported to him, received or 
controlled by him or vested in him” under or by virtue of the Revised Regulations 
respecting Trading with the Enemy (1943), which are set out in a schedule to the Act. 
| The Under-Secretary of State acts as Deputy Custodian and the Custodian’s Office is 
administered by an Assistant Deputy Custodian in Ottawa. A report on the audit of the 
| Custodian’s accounts for his financial year ended December 31, 1960 was addressed to the 
Secretary of State. 
| The Custodian had a residue of property still under his control to a total of $4,668,000 
at December 31, 1960. 

The Regulations referred to above permit the Custodian to charge “a fee for services 
rendered not exceeding 2% of the value of the property including the income there- 
from” to meet his administrative expenses, and this has resulted in a surplus of 
| 98722-2—8 
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$4,269,000 having accumulated in the Custodian’s accounts from September 2, 1939 to i 


December 31, 1960. The following is a comparative summary of the income and expense — 
of the Custodian for his past two financial years: 


Year ended December 31 
1960 1959 

Income 
Fees on assets released from administration ...........eeeeeeeeees $ 3,000 $ 13,000 
Interest on investments and bank deposits .............c eee eeeeees 177,000 176,000 
Other WCOme saws bo fata t eka deen hae Meee eter rey ee rare ene ae 3,000 6,000 
183,000 195,000 

Expense 
PRT ATA fo cok 60 Race Sitio aks SSD Lees Ua SS an elo ate ee eee 123,000 124,000 
Other ‘expen: yoke Bes selina & oy create ner ladbecete ope) oth cn aeeeeidva ces vehone.s/ieel aD 23,000 33,000 
146,000 157,000 
Rete Boe: FER hea oe ee et ee ie Rey Cae ees Gee ee tL Rien eens $ 37,000 $ 38,000 


A move to smaller and less expensive offices during the year ended December 31, 
1960 resulted in a reduction of rental charges for the year by over $9,000 and was the 
main reason for the reduction of the “other expenses” to $23,000 from $33,000 in the 
preceding year, as shown in the above table. This reduction was achieved in spite of 


a “non-productive”’ payment which arose as a result of the move having been made on 


January 18, 1960 while rental, to the extent of $6,287, continued to be paid under the 
lease of the former premises, to April 30, 1960. 


163. Exchange Fund Account. The Exchange Fund Account was first established 
by the Exchange Fund Act, ¢.60, 1935. It was continued by the Foreign Exchange Con- 
trol Act, c. 53, 1946, and further continued by the Currency, Mint and Exchange Fund 
Act, c. 315, R.S. The purpose of the Exchange Fund Account, from its inception, has been 
“to aid in the control and protection of the external value of the Canadian monetary 
unit”. 

The accounts of the Exchange Fund for its financial year ended December 31, 1960 
were examined pursuant to the requirement of section 27 of the Currency, Mint and 
Exchange Fund Act, and the relative report was addressed to the Minister of Finance 
in accordance with established practice. The section requires that a special certificate 
be given annually to Parliament and, in accordance with that requirement, it is now 
certified that the transactions in connection with the Account for the year ended Decem- 
ber 31, 1960 have been in accordance with the provisions of the Act, and that the records 
showed truly and clearly the state of the Account at the year-end. 


A financial statement giving a summary of the transactions of the Account for 


the financial year ended December 31, 1960, and showing the composition of the balance 
at that date is given in the Public Accounts (Volume II, pages 11-20, 21). 
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The following is a summary of the transactions in the Account for the year ended 
cember 31, 1960 compared with the transactions in the previous financial year: 


Year ended December 31 


1960 1959 
SNE CY Sgt RT as ee $ 1,969,513,000  $ 2,010,125,000 
Deduct: 
Paid into Consolidated Revenue Fund in respect of earnings 25,513,000 18,625,000 
Mepayment. oftadvyances) (Net) 2. odes sess neces ddevcesences 47,000,000 47 500,000 
72,513,000 66,125,000 
1,897,000,000 1,944,000,000 
Add: 
) Earnings on investments for the year (to be paid into Con- 
| solidated Revenue Fund) ............0cccsceeccceeeeees 32,536,000 25,513,000 
| ameorreaieDeromben Sted feasted ed. mds ous hcdsuwe $ 1,929,536,000  $ 1,969,513,000 
f fn een ——————————— 
| Represented by: 
ES ON ee a ee ee $ 382,000 $ 25,000 
URNA RCO IEEE ng go a nes o.oo oe dtvrecde vance ime 905,919,000 831,815,000 
NER eR AM BS oe tela, ss os soc os vu ce vn sco he « 882,258,000 913,677,000 
| 1,788,559,000 1,745,517,000 
SS ESS ON | a ee ce ce Ae 140,977,000 223 996,000 


—_—_ 


| $ 1,929,536,000  $ 1,969,513,000 


The deficit of $140,977,000 at December 31, 1960 comprises (a) net loss on dealings 
1 gold and foreign currencies and securities and on revaluations of gold and foreign 
arrencies since the establishment of the Exchange Fund Account in 1935, and (b) 
xchange loss arising from valuation of United States dollar and gold holdings at the 
xchange rate of $0.99 21/32 Can. = $1.00 U.S. at that date (see also paragraph 111). 


164. National Gallery of Canada. The National Gallery of Canada was established 
nder the National Gallery of Canada Act, ¢.33, 1913, which was superseded by the 
‘ational Gallery Act, c.16, 1951 (2nd Session), now c.186, R.S. Among its objects 
ad powers are the development, maintenance, care and management of the National 
-allery at Ottawa, the acquisition of works of art and the promotion, through exhibition 
otherwise, of the interests generally of art in Canada. A report on the audit of the 
‘allery’s accounts for the year ended March 31, 1961 was addressed to the Minister of 
‘itizenship and Immigration. 

The operating expenses of the Gallery are largely met from annual parliamentary 
dpropriations, with the remainder being met out of a special operating account to which 
e credited revenues received from sales, fees, donations or other sources. Funds for the 
squisition of works of art are provided through the National Gallery Purchase Account 
which are credited moneys appropriated by Parliament for that purpose. 
| 98722-2—8} 
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The following is a comparative summary of the expenditures for the past two 
fiscal years, excluding expenditures applicable to the National Industrial Design 
Council, supervision and control of which was transferred to the Department of Trade 
and Commerce during the year under review: 


Year ended March 31 
1961 1960 
Administration, operating and maintenance 

Maldried ard WAGE ent cccav str caes tee ss ye be etre nese kan ieee eee $ 322,000 $ 254,000 
Professional and special serviceS .......... eee ee eee eter ete reee 162,000 91,000 
ibe Be cy «cs x, 2 A us oo eal en oe Ske Pee Ok OA 4 ca ON aes 298,000 306,000 
782,000 651,000 
Pape nsee OF WOPKS DECREE | recs nk cae osc nadie Can vba eds cag eRe 148,000 27,000 
Outlays: from- trust funds ois i. ois s scons coe Gee oe bee tay ee a ee 2,000 1,000 


$ 932,000 $ 679,000 


The increases in salaries and wages and in professional and special services during. 
the year were mainly due to increased staff and expanded protective services resulting 
from the Gallery’s first full year of operation in the Lorne Building. 

In a detailed report addressed to the Board of Trustees on the audit of the accounts 
for the year ended March 31, 1961, attention was drawn to certain weaknesses in the 
system of internal control. Most of the matters dealt with had been commented on in 
the previous year but had only been partially remedied. At the year-end a survey of 
administrative services was being undertaken for the Gallery by the Management 
Analysis Division of the Civil Service Commission. 


165. Public Printing and Stationery stores. Section 34 of the Public Printing and 
Stationery Act, ¢.226, R.S., requires the Auditor General to “annually or more frequently 
at his discretion, cause the stock of stationery, printing materials and supplies in store, 
to be checked with the quantities purchased and supplied”. During the year under 
review, such tests were made as were considered necessary to establish that the controls 
exercised by the Department with respect to stores were operating satisfactorily. In 
addition, we participated in the annual physical stocktaking made by departmental 
personnel. A report on the examination was addressed to the Secretary of State. 

The inventories of stationery, printing materials and supplies held by the Depart- 
ment at March 31, 1961 amounted to $2,689,000, and compared with the inventories at 
the close of the previous year as follows: 


As at March 31 

1961 1960 
SOUR GAME UETITS LCM osc 5 os Sey ay wala coy dee. wie iw 1s nw ci nie ee $ 747,000 $ 711,000 
Typewritér ‘and office miachine ‘parts (1/0. 2.0.0. 9286. OPS, Ae: 152,000 109,000 
Miscellaneous items (on charge to the Stationery branch) ........ 31,000 29,000 
ONIN DEIR ESPON i i deh ae cai se ot le ee hl 467,000 333,000 
Paper PT eee Tete teen e eet ee teen cece cette nee n eee ene nee n ees 397,000 470,000 
Printing .and ,maintenanse: supplies: s. fev pid Acs ea ek A 488,000 513,000 
PPR SSR eee ats ia a Di ally A ee eee ae 361,000 343,000 
Miscellaneous items (on charge to the Printing branch) 


he ee 46,000 63,000 
$ 2,689,000 $ 2,571,000 
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| 166. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases 

of Children. This Fund was established by the Queen Elizabeth II Canadian Research 
Fund Act, ¢.33, 1959. Its purposes are to assist individuals or organizations in under- 
_ taking or carrying on research into the diseases of children, and the causes, prevention 
_ and treatment of such diseases. The administration of the Fund is the responsibility of 
a board of trustees consisting of a chairman and six other trustees. The head office of 

the board is at Ottawa and the Act requires the National Research Council to provide, 
_ without charge, such secretarial and other administrative and technical services and 
_ facilities as may be required. A report on the audit of the Fund’s accounts for the 
_ year ended March 31, 1961 was addressed to the board and to the Prime Minister as 
- required by the Act. 

The Act appropriated $1,000,000 for the Fund and permits the board to accept 
gifts for its purposes. The balance at the credit of the F und, which was $988,000 at 
the beginning of the year under review, increased by $70,000 to $1,058,000 at March 
31, 1961, as a result of the transactions summarized below: 


| AUDITOR GENERAL’S REPORT 
: 
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erenueore stivesimrent Tie UI OU, on, $ 48,000 

Pera OT BOO DE BECUTIRICS ES . fee «cc -k bie'e dere ou <a sv derenle danel «malar 72,000 
120,000 
| Deduct: 

mowerds, approved! during: the year... 6. seco ccce occu ceuanusab acco $ 59,000 

Less: Cancellation of awards approved in preceding year .......... 9,000 
| 
| 50,000 
) 
| ee UTI 00s YORI: Pils. fis oui akoseobe. oth oer ee. La $ 70,000 


The board of trustees has approved of two categories of assistance, namely, Queen 
Elizabeth II Fellowships and Queen Elizabeth II Scientists. The first category includes 
fellowship awards in amounts ranging from $3,500 to $5,000 per annum to doctors of 
medicine or of “other suitable fields of science” to enable them to obtain advanced 
_ training and experience in research related to diseases of children. The second category 
| covers the salaries of scientists appointed to carry out research at universities or teach- 
ing hospitals. Regulations approved by the board of trustees with regard to this category 
_ provide for payments of $10,000 per annum for each of the first three years and $5,000 
annually for the following three years, after which the institution at which the appoint- 
ment is held is expected to maintain the salary of the appointee at an appropriate level 
without recourse to the Fund. During the year under review the board of trustees 
approved its first appointment in this category—a scientist to establish a research unit 
in the field of pediatrics at a Canadian university. Provision for the $45,000 which it 

is expected will ultimately be expended as a result of this appointment has been made 
in the Fund’s accounts, and largely accounts for the $59,000 shown for awards approved 
during the year. 


a - OS 


167. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenues and expenditures accordingly form part of 


! 
| 


= 
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the departmental revenues and expenditures and are examined as such. However, section | 
90 of the Currency, Mint and Exchange Fund Act, ¢.315, R.S., requires that the Auditor — 
General shall “at least once in each year inspect the store of bullion and coin at the > 
Mint”. Such an inspection was made during the year under review and a report thereon | 


was made to the Deputy Minister of Finance. ! 
The stocks of bullion and metals at cost, and coin at face value, held by the Mint 


at March 31, 1961 amounted to $13,951,009, comprising: gold, $7,061,000; silver, 
$6,726,000; nickel, $55,000; and bronze, $109,000. 


168. Yukon Territorial Government accounts. The Yukon Act, c. 53, 1952-53, as 
amended, makes provision for appointment of a chief executive officer to be known as 
the Commissioner of the Yukon Territory, to administer the government of the Territory 
under instructions from time to time given him by the Governor in Council or the 
Minister of Northern Affairs and National Resources. The Act also provides for a Council 
of the Yukon Territory, composed of seven elected members, which meets annually. 
Three members of the Council, appointed by the Commissioner upon the recommendation 
of the Council, constitute an Advisory Committee on Finance with which the Commis- 
sioner is required to consult in the preparation of the estimates of the expenditures, and 
of the appropriations required to defray the charges and expenses of the public service 
of the Territory for each fiscal year. 

Section 16 of the Act enables the Commissioner in Council to make ordinances for 
the government of the Territory in the fields normally coming within provincial jurisdic- 
tion, subject to the limitation contained in section 17 of the Act that the powers granted 
shall not exceed those given to provincial legislatures in like matters by the British North 
America Act. 

A report on the examination of the accounts of the Yukon Territorial Government 
for the fiscal year ended March 31, 1961 has been addressed to the Commissioner in 
Council, with a copy being forwarded to the Minister of Northern Affairs and National 
Resources, in accordance with established practice. 

The following is a summary of the expenditure and revenue of the Yukon Territorial 
Government for the year ended March 31, 1961, compared with the corresponding 
amounts for the preceding fiscal year: 


Year ended March 31 
1961 1960 
Expenditure 

POETS oo TC, a oe, ee oe eae es nem nnT ERENT She 2. $ 722,000 $ 632,000 
ROAST ATE BURSTEIN eg ete, i od ee Grom ae 5 Saas atts Qian a are 552,000 343,000 
noads, bridges and Public WOrKA .. 25: cccle sats 1s cece e eee ese ee 312,000 328,000 
MINNTSIDAl ANG LOWN AUIMMIStrauON ..0.ss. 2s cc eee occa cee ete 219,000 206,000 
CABG LATE TEDL org on lai Wis Gd gals Go 3s oe Ms Le 791,000 902,000 


IPETIE MEU NTAING i 6 Sd nk: sds oh Hs we hae eel cinta nas ee 394,000 260,000 


2,990,000 2,671,000 
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Year ended March 31 


1961 1960 
Revenue 

Ee 861,000 808,000 
Ae re 592,000 535,000 
NT ds 475,000 458,000 
oR ENE ee a 218,000 194,000 
SUMEIENNS CMUMMMNE So ges o ge eG ead Uk evo ica da dav celdcvecennu. 195,000 171,000 
Ne EM ee le ey a Eh Uo hss x 46 w'6-d' 6 ody wwe Peco meen, - 230,000 290,000 

2,571,000 2,456,000 


Excess of expenditure over revenue .............0..0cccccccceeecee, $ 419,000 $ 215,000 


Loans payable to the Government of Canada at March 31, 1961 totalled $2,190,000, 
a decrease of $91,000 in the year, resulting from partial repayment of funds borrowed for 
the Whitehorse sewer and water project and the Whitehorse Regional Hospital. 


The Audit Office 


| It will be noted from Appendix 6 that 141 employees were authorized for the Audit 

Office for the fiscal year 1960-61 compared with 142 for the preceding year. Actual staff 
strength during 1960-61 averaged 134 compared with 137 during the preceding year. 

| The establishment approved for the fiscal year 1961-62 totalled 159, an increase of 

18 over the previous year. Actual staff strength during the first seven months of this fiscal 

| year has averaged 147 with the staff at October 31, 1961 totalling 152. 

. After estimating my staff establishment needs for 1962-63 I informed the Treasury 
Board that, in my opinion, at least 20 additional staff members are needed to bring the 

Audit Office staff up to the minimum strength necessary to carry out a basic external 

audit program within the framework of existing government organization. This has been 

approved by the Treasury Board, thereby bringing the establishment approved for the 

Audit Office up to 179, effective April 1, 1962. 

| 7 


| I would like to record my appreciation to all members of the staff of the Audit Office 
for their loyalty and devotion to duty during the past year. 


; A. M. HENDERSON, 
| Auditor General of Canada. 


November 15, 1961. 
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THE GOVERNMENT! 


STATEMENT OF EXPENDITURE AND REVENUE FOR 


(with comparable figures for 


EXPENDITURE 


Ae, nl eee me rr renee Perc me er ee ci yh ec soy | 
A terrvalin Famer osc 55 kv ee cosa gad wh eho ern Rea Malden oy ao Hn Pa cela a wea abs ante e cle eens 
Bitigar Ciarmtal’s ORIG. oincics cs ois hve Sw hee AS Na gece ge ore aap ee 
Board of Broadcast Governors...........-...+sesee eee Oy Reg ey nt lw ile era a2 
Canadian Broadcasting Corporation 0% 6.565 i005 fee nts Solent Hes Ws axe dee oe a BO hs SORE ere 
Chist Hiectoral Officer... 5. accross nc edee cenit e Haine as ah Go Sone wh ealonmds sia sa seamen ae 
Citisenghins anid [nimitrration boi. e racks si oad eva BAe es Ree tamed ahi ae 4 We Soar emer 
reer) rem gee Dron ash ot bite 01) eee eon eee eRe PE oe RE ORE Hee ooh Aad ONS Serhan, a olen o Me's 
[BT f crater cara (a 4h fon 8): Ree ae et eG oe EE ee. atid me ADIN TS ed te 
FortarnalAdraing > 55.5 SPA is pe here hare a wus w Reo en tis ke ee nee 


Finance— 
Paws ASbt CUATEOR. .< .5.5 cn Bekins Whee bn ebalen ow Wigsaa Weegee ate ge ee ee 
Tarsharing, subsidy and other payments to provinces...) 6.3% cca ees caus yo came para ee 
Other erponditete 052. litho Ne was JERE Es AOS Ge EE RE Oe 


| Gat nY Sig (soe ae ee a ee, Se Meee ene A et we ie MLO fe Ce Se Seeds Deed ns 64 oe 
IB GTERGLY Te Sos <6 seek hal Les fuchc Sah Bale A dake Bide Grate DURE Sree SEES AAD eee oie cI os ono ene 
Goveror General and Lieutenant=-Governors.0c tn oe oo ees eee 
SE TUSULY EERO ache 3 rea nisl Seek Eo es ei sat ee ee eon See ee eee 
M sit lic Ree trae Pew, Pere are eee eM LIOt EN Aa CAMEO eee 1 eee ee ee ew WEN ARE ee es 
Le rt: ROR EME vac’ Soliant RRR eu Saabs Sarg i gn Ns LR Te oe LAR TER Te hn nae 
NCE BI AGOTIR Bath ect Seco s esha hottie ne a ee SSS ed ee ee ae I 
MEAS GIN POOPING PUP VOY Reig 6.5866 vive vo ig oh tise outs Gk y BR ER ee ack Mae eee ee em 


National Defence— 
Royal Canadian Neary... 203). Rome ace ....shie.. 2a eae. eee. ee 
FAA RTE RP TIUNE See ae sad cg) 3 vhs Gow Aor sp Ooallsw shee x CI LBS KGS ees Bp a 
Hoya < endian Aled orcas <2. Ay tik Paks Bow FA Bs he Uo 6 FR ec ee 
i tereNiS TeneAT ON Abit UE VOLOpINON bas «six ooh es 22. oh ease eae ee cite ee 
PPERIGH GrPemicl iret 8 eos he tar ow shee he Noe sacar RIG ac hae ee le ae ue a 


Wi ROU TPEye: Presb iie an Me vse oe chav ti Ghee oc riko ove lie ee 
Py RAGHU SATE oh acdc prc wiia wiase’a ote 0 se a AR Cg CES A ae ee ee 


National Health and Welfare— 
Family allowances /.G/5 Ith, . 22. 4AM). del ee tol Lela ee eee 
RARE Serene LUT a0! hvac east Pe Gad Wie Soe len Oe we Ge a eee 


Piscaennl -Fuseenwohy (louie is fein vac fh © 5/5 5 dos oc aoe coset date aera ee ee ine ee 
Lee Le ne ed 2 ee aan AEN Ne Cee Deen tee 0. rah MLN ltt Sat 


AACS OMIT, gs cok = 190 se os hw eee ds LEB ed OU ae OL ee 
SUhie Arenives and National Lilrany vse). 3 ida ew hic ee a oe oe ee 
Peres Printing aid Biationery. vic \ geo us va ds Chis ochl ua ee 
Public Works 


shea hs idl he eo Oe a eC ER MS Te er ROC ori Ter Coy OP MET CCIE REC ITS come ae eeh Chey cece Stee 


Total expenditure 
Budgetary deficit 


el a oa eR eee ee ee or CR OE ar er ee aK ML ee Pe ee Tt B® Ty CR moe Cor it rte: 


SP EM OLN SG OS OS | TS) GW Rares tw Ah el wLharRy Rie) Rn IEY, PLw nl IKw gy, Fol aaa Re al Penna ae alle bias arg) crite es alee a Ee 


Fiscal year ended 


March 31, 1961 
$ 264,915,215 


38, 892, 905 
928, 573 
280, 946 

66, 766, 203 
591, 780 

61,049, 383 

4, 220,006 

20, 435, 693 

103,023,405 


797, 602, 265 
537,814, 873 
124, 609, 972 
1, 460,027,110 


19,195, 681 
10,060, 199 
436, 926 
1,309, 674 
27,694,612 
121, 336, 329 
8,506, 699 
59, 120, 367 


245,478, 753 
402,262,470 
751,598, 647 
41,925,038 
76, 265, 675 
1,517,530, 583 


4,866,930 
920, 828 


506, 191, 647 
380, 955, 343 
887, 146,990 


34, 438, 422 
73, 260, 720 
74,295, 902 
178,371,717 
1,850, 166 
842, 304 
3,483, 938 
200, 891,585 
56, 023, 194 
4,877,799 
21,763,612 
336, 446, 853 


150, 694, 547 
141,603, 150 
292, 297, 697 


5, 958, 100, 946 


— 340,421,092 


5, 617, 679, 854 


March 31, 1960. 
$ 227,420,395) 


30,114,125 
866, 879 
218, 652. 

63,945, 994. 
259, 599 | 

54, 916, 725. 

3,654, 664 | 

17, 600, 214 

97, 220, 924 


783,462,191 
518, 900, 813 
117,792, 124 
1, 420, 155, 128 


19, 880, 914 
9,890, 589 
421, 083 
1,237,533 
27,845, 868 
102, 885, 128 
7,669, 237 
54,432, 381 


255, 835, 374 
400, 818,599 
728, 442, 093 
39, 183, 489 
92, 292, 899 
1,516,572, 454 


4,555,417 
666, 814 


491, 214,359 
325, 488, 431 
816,702,790 


31, 501, 387 
68 , 696, 069 
74, 346, 187 
165,792,340 
1,417, 903 
745, 329 
3,466, 734 
217,876,413 
52,444, 264 
4, 655, 356 
18,033,719 
296,446, 971 


149, 656, 053 
138, 648, 826 
288 , 804, 879 


5, 702,861, 053 


—413, 109, 844 
5, 289, 751,209 


SSSSSSSSSm9man9aaSSSS ee 


H. R. BALLS, 
Comptroller of the Treasury. 


K. W. TAYLOR, 
Deputy Minister of Finance. 
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the preceding fiscal year) 
REVENUE 


Tax revenues— 
Income tax— 


Eye en AE Ses coat ET ee Se a a a 


Excise taxes— 


rere ere et re A ee ee rics cc cece ccacwscvccene 
er ee a ee ue ee oe 


Non-tax revenues— 


@ Excluding tax credited to the old age security fund— 


1960-61 1959-60 
Personal income tax... 229,400, 000 185, 550, 000 
Corporation income tax 103,500, 000 91,336,000 
eS ee 270, 231,478 270, 000,055 


(2) Includes Succession Duties. 
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Fiscal year ended 


March 31, 1961 


eee $1,711, 159,573 
Bok kg 1,276, 628, 380 
pee 88,173,822 


Pe 720,617, 274 
een 290, 658, 192 
idee 498, 698,211 
Sasete is 344, 944,857 
2 cae 84,879, 372 
seatee 16, 905 


5,015,776, 586 


ys apa 283, 769, 277 
eee 173,593,541 
ee 40,544, 154 
bind 35,671,632 
si hi 23,980, 752 
am Pen 27, 205, 888 
eee 8, 445, 677 
rete 873, 203 
Pee 7,819, 144 


601,903,268 


ae ae 5,617,679, 854 


March 31, 1960 


$1, 566, 643, 704 
1,142,879, 702 
73,353, 360 


732, 658, 330 
287,423,878 
525, 722,158 
335, 207,406 
88,430, 705 
20, 695 

4,752, 339, 938 


239 , 653, 687 
167,562, 354 
40, 630, 026 
31, 298, 623 
21,891,546 
24,969,835 
5,429,778 
5,975,422 
587, 411,271 


5,289, 751, 209 


The above statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
_ obtained all the information and explanations that I have required, and I certify that the statement is in agreement with the 
accounts maintained by the Department of Finance, and is, in my opinion, correct, subject to the comments in my report to 


A. M. HENDERSON, 


the House of Commons. 


Auditor General. 
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THE GOVERNMENT | 
STATEMENT OF ASSETS AND _ 
(with comparable figures / 
ASSETS 


. Current assets— 


(a) Cash, schedule A............ We baviyndeeoaubemevere ern eee 
(b) Departmental working capital advances and revolving 


March 31, 1961 


$ 486,759,770 


March 31, 1960 


$ 565, 436, 461 


Net increase 
or decrease (—) 
during 1960-61 


$ —78,676,691 


funds. nenadate FS. os acs acu «ders 6h a oe Selene smn dames se 171,082,579 196,010, 004 — 24,927,425 
(c) Securities held for the securities investment account at 
tt ht, ee er AR ear rr ry tnd e 101, 453, 744 77,862, 926 23,590,818 
(d) Other current assets, schedule C........... see cece eee e ees 25,051, 644 22,837, 203 2,214, 441 
784,847,787 862,146, 594 —77,798, 857 
29. Advances to the exchange fund account (value of investments 
from advances on basis of closing exchange rates: March 31, 
1961, $1,869,957,821; March 31, 1960, $1,746,305,383)......... 2,024, 000, 000 1,960,000, 000 64, 000,000 
3. Sinking fund and other investments held for retirement of 
mInatdred Hont, SCHOAUIC I). cisicwenu setup eke wate ee 17,017,981 85, 272,230 — 68, 254, 249 
4, Loans to, and investments in, Crown corporations, schedule E. 3,627,733, 196 3,446, 661, 546 181,071, 650 
5. Loans to national governments, schedule F.................4.. 1,378, 196, 197 1,414, 527,922 — 36,331,725 
6. Other loans and investments, schedule G— 
(a) Subscriptions to capital of, and working capital advances 
and loans to, international organizations............... 631, 126, 992 605, 174,878 25,952,114 
(6) Loans to provincial governments.................eeeeeeees 84,827,019 90,396, 788 —5,569, 769 
(c) Veterans land act advances (less reserve for conditional 
EINE Ak sas xo oie we eaten SRE ee eRe 166, 092, 206 151, 626, 032 14, 466, 174 
Fey Ce RT ey Boe. cc's: nah, nldmrnn 3 8 ila Ole WSL 140, 059, 590 87, 273,714 52,785,876 
1,022,105, 807 934,471, 412 87,634, 895 
7. Becurities held in trust, echedule B... occ ci dc nnesn ds deen 30, 042, 201 30,611,723 — 569, 522 
8. Deferred charges— 
(a) Unamortized portion of actuarial deficiencies— 
Canadian forces superannuation account............... 326, 300, 000 326,300,000 ....«: 00 eee 
Public service superannuation account...............+5 276, 661,000 139, 000, 000 137, 661,000 
(6) Unamortized loan flotation costs, appendix No. 7.......... 130, 741, 328 150, 993, 027 — 20,251,699 
783,702,328 616, 293,027 117, 409, 801 
0, Baspense accounts, sebedule:T.. cis... cces< cece once nen ddscduwe cs 136, 101 33, 300 102, 801 
Cbs Ma & CO ee SR Mey a eles Ii SAL ge ah gt Re Ae rine 1 re 
11. Inactive loans and investments, schedule J.................... 94,824, 381 93,539,317 1, 285, 064 
IP ALe AIRES oh oe a tre a cee ae 9,712, 105,930 9, 443,557,072 268, 548, 858 
12. Less: Reserve for losses on realization of assets................ — 546, 384, 065 —546,384,065 ....0ce00 sen 
Pree aatied 2) oo al ote ge ie een, apie Oe 9,165, 721, 865 8,897,173, 007 268, 548, 858 
13. Net debt, represented by excess of labilities over assets, 
PNUD IE ii ee acs si siav Ae E MT oes oka okrech oe Rene 12,437, 115,095 12,089, 194, 003 347,921,092 
21,602,836, 960 20,986, 367,010 616, 469, 950 


The notes appearing on page 100 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 


Comptroller of the Treasury. 


K. W. TAYLOR, 
Deputy Minister of Finance. 


(The schedules and the appendix referred to in the above Statement, and the page referred to 
in the footnote, are to be found in the Public Accounts, Volume I) 


OF CANADA 
LIABILITIES AS AT MARCH 31, 1961 
as at March 31, 1960) 
LIABILITIES 


March 31, 1961 


AUDITOR GENERAL’S REPORT 
14, Current and demand liabilities, schedule L— 
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March 31, 1960 


Net increase 
or decrease (—) 
during 1960-61 


(a) Outstanding treasury cheques...... Py tary © ¥ 54s Ser te Tee $ 251,740,839 228,768,468 22,972,371 

(b) Accounts payable (that portion paid in April of the next 
following fiscal ee EPR a ee essweas ; ae 221,396, 476 245,099,099 — 23,702,623 

(c) Non-interest bearing notes payable to the international 

monetary fund, the international bank for reconstruc- 

tion and development, and the international develop- 
fe ce ee ee a ae oo Oe ne a 383, 660, 444 381,828, 500 1,831,944 
SUPT MLrOr IGDG OULSCANCING. 0. ace ck ss de neces cevcnscabdces 31,872,131 20, 067, 997 11,804, 134 
Seruantermey one and OutetAnGiIng: ci... lw cc cet ccc euiees 66,776, 824 57,690, 734 9,086,090 
cnn en RS Fae Re a a a 154,015, 640 137, 622,473 16,393, 167 
eG ets UPON RMN nw a haan mu aarena ccs ences 38,098,891 27,979, 624 10,119, 267 
1,147,561, 246 1,099, 056, 895 48, 504, 350 
| 15. Deposit and trust accounts, schedule M....................005- 239, 667,315 242, 673,334 —3, 006,019 
| 16. Annuity, insurance and pension accounts, schedule N........... 8,955,509, 445 3, 565,375, 649 390, 133, 796 

| 17. Undisbursed balances of appropriations to special accounts, 

A at SRR Beg 0A 2S Sere ee 104,492, 701 96,619, 964 7,872,737 
mumorerred credits; schedule !P}.20..%. 20... cee decade wees ewe ee 79,073,348 83,961, 190 —4,887,842 
meeusnense accounts, schedule Q..... 1... eet tac eee rceees 8,617,992 8,528,175 89,817 
20. Unmatured debt, schedule R— 

EE Rt Re aah an aka seis d's Ag oS ole oh oo 14, 132,914,914 13, 765, 151,803 367, 763,111 

EEE SETAE IME =, 5), ag Weeca ie oils ose da eR REN 0 ¥ on eee ote 1,935,000, 000 2,125,000, 000 —190, 000, 000 

| 16,067,914, 914 15, 890, 151, 803 177 : 76S aid 1 
! 
| 
: 
| 

> = 

ees EE ET he nis Gone ota thas exw abe © 21,602,836, 960 20, 986, 367,010 616, 469, 950 


| Auditor General’s Certificate 


| 


The above statement has been examined in accordance with the provisions of the Financial Administration Act. I have 


obtained all the information and explanations that I have required, and I certify that the statement is in agreement with the 
accounts maintained by the Department of Finance, and is, in my opinion, correct, subject to the comments in my report to the 
' House of Commons. 


|? A. M. HENDERSON, 
Auditor General. 
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AUDITOR GENERAL’S REPORT 


APPENDIX 3 


(Auditor General’s Report) 


SUMMARY OF APPROPRIATIONS, EXPENDITURE AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE YEAR ENDED MARCH 31, 1961 


Department Appropriations 
ee) ee Ae ee Sate EE wae enn ane ene a SS 
$ 

Aawinlinra so vis esac sr came Re anc Sass smear em On eee 293,742,764 
RC KePIN, FOOT ME Sis lee) > p= scx igi eine a ei ee : 41,657,460 
Auditor General’s Office. .......-. cc cc cc sec e ee ceeeiwe 950,860 
Board of Broadcast GOVernors.... 6.2.66 cece eee ees 298, 420 
Canadian Broadcasting Corporation...............+65 71,739,400 
Office of the Chief Electoral Officer.................- 603, 423 
Citizenship and Immigration..............-...0+seees 62,654, 917 
Civil Service Commission. .2. 0. sob tee es a cea’ 4,276,281 
F bestatyioes SPC OGIO cashes aie 02 < Selatan eae otend era ee 25,037,888 
Bivtarnnl Afiaire sc ecik ess ss ka ee ee ooo ai 105, 732,092 
Winans. fetes ask uni lc eee eee aN eh Oe tia 1,470,962, 443 
WUE T GAs ree eo a is a os Ce Chen ie ks Se 21,291,399 
Vorestry . iwc oks Sas ev eeieaeiscten sneaeese 10, 663, 184 
Governor General and Lieutenant-Governors........ 452,123 
Trimurreeri cat AO, Shs 2 oh oc. Per RY AE ES os Fea 1,324, 047 
TSEICO ee Se roads is a te eS pitiovwsa Petar 8,850, 638 
Office of the Commissioner of Penitentiaries........ 19, 592,552 
BS Perv tte 2s ae Fe rea hens nr eae oe Ae 158,872,670 
Titra C OW ea le anak tees sagen eins Sona ee ae kee ee Ae 8,557, 772 
Mines and Technical Surveys... fs. .20.8ieackee. oa 64, 766, 935 
INationdl (WeteneGs ae ket aa ace eee eee eros Gaiters 1,605, 924, 933 
National: Hilrasoarceretee ameter seecaseiontnotnee ceased: 4,873,234 
Nations] Gallery of Canadacc cso 3. ok wun pons eee ote 1,023,725 
Netional Health and oVV.Giares... ce faa: cersee crue ous ors 891, 527,961 
National ‘Resesrehn' (iouncil 2 2h. cnc osc eek. ak ausies kes 34,485, 388 
Watlonaleleven ccc cies on cat ore ot ree tae re ae 75,982,651 
Northern Affairs and National Resources............ 81,826,821 
PGE A ITICG oc ee spttenas wl eee Ka BER Se oes EA nee 181,875,872 
PUIG Y Acetic or area yin dcvcn te aula ie 6.0 he tare Ve 2,082,388 
Public Archives and National Library............... 870, 362 
FPablic Printing and Stationery is cis) ioe ce 3,539,048 
PR OCB, de or he pig ee RE le eee nee 216,063,041 
Royal Canadian Mounted Police..................... 57,371,419 
Meneatary cf Bintan tae pees Scie teenie aw sos hoes 5,073, 638 
PRIA COMET ET OR a! osu care on ee here tae ee 23,000, 675 
RS OMOIRNETS oon wk 2 ce tent od eee ee 344, 526, 546 
Canadian Maritime Commission................... 7,018, 203 
Names! Hertoure board. .c%5 7442 8.<0) ye eee et 2,580,299 


mecerang ATTA ile ke cieee 2. os lado Buh aed SEM cs boc Gc 300, 634, 877 


6, 212,308, 349 


Expenditure 


$ 


264,915,215 
38, 892, 905 
928,573 
280, 946 

66, 766, 203 
591, 780 
61,049, 383 
4,220,006 
20,435, 693 
103, 023, 405 
1,460, 027,110 
19,195,681 
10,060, 199 
436, 926 
1,309, 674 
8, 643, 471 
19,051,141 
121,336, 329 
8,506, 699 
59, 120, 367 
1,517,530, 583 
4,866,930 
920, 828 
887, 146,990 
34,438,422 
73, 260,720 
74,295, 902 
178,371,717 
1,850, 166 
842,304 
3,483, 938 
200,891, 585 
56,023, 194 
4,877,799 
21,763,612 
328, 949,809 
6,921,390 
575, 654 
292, 297, 697 


5,958, 100, 946 


Unexpended Balances 


Lapsed 
$ 


28 , 827,549 
2,764,555 
22,287 
17,474 
4,973,197 
11,643 
1,605, 534 
56,275 
4,602,195 
2,708, 687 
10,935, 333 
2,095, 718 
602,985 
15,197 
14,373 
207, 167 
541,411 
8,399,717 
51,073 

5, 646, 568 
88, 394, 350 
6,304 
102,897 
4,380,971 
46, 966 
2,721,931 
7,530,919 
3,504, 155 
232, 222 
28, 058 
55,110 

15, 171,456 
1,348,225 
195’, 839 
1,237,063 
15,576,737 
96,813 
2,004, 645 
8,337, 180 


225,070,779 


Carried 
forward 


$ 


29, 136, 624 


29, 136, 624 


© Available for expenditure in 1961-62. 


Auditor General’s Certificate 


H.R BAL, 
Comptroller of the Treasury. 


14 pac on relating to the expenditures which are included in the above statement have been examined under my direction 
4 subjec to the comments in my report to the House of Commons, made in accordance with the provisions of the Financial 
Administration Act, I certify that, in my opinion, the statement is correct. 


A. M. HENDERSON, 
Auditor General. 


(The sections referred to in the above Summary are those in the Public Accounts, Volume II.) 
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APPENDIX 5 


(Auditor General’s Report) | 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE YEAR ENDED MARCH 31, 1961 
(with comparable figures for the preceding fiscal year) 


(in millions of dollars) 


1960-61 1959-60 Increase or — 
decrease (—) 
a ne 
Civil salaries and Wages...........ccscecee ccc ee eee c ee cene nu eeeenenseeneeeeegeees $782.2 $710.4 $71.8 
Civilian allowances. «id. os cdc ccc coun dees seer ecanenbeaawtaends 10s Fu wane S20 ci8 13.9 14.1 — 2 
Pay and allowances, defence forces and RC. M, Police). .iscccsnesuse erent arn 523.2 498.1 25.1 
Professional and special ServiceS........ cece cece cece cece eee teen eee e eee eeeeenees 83.9 89.0 — 5.1 
Travelling and removal expensesS......-... 0c cece cere e eect etree eee e nett eeeeeees 62.1 62.1 .0 
Freight, express and cartage.......... cece cece eee e renee eee e ence een ee eee ences 11.6 12.6 — 1.0 
Pistde6.. lis oc ioe ded ex eel ses eywr ven Pee dedeln sh ot eon eN eae mim eae 6.0 5.7 a 
Telephones, telegrams and other communication services............+eeeeeeeeeee 18.8 17.5 i 
Publication of departmental reports and other material...............eeee eee eees 8.6 8.6 .0 
Exhibits, advertising, films, broadcasting and displays................++eeeeeees 12.1 11.8 3 
Office stationery, supplies, equipment and furnishings..............00-- eee eee ees 21.8 22.2 — .4 
Materials and supplies... gc. ees idee ones eed hac cad ESTAR a RE EE eee 163.6 162.5 14 
Buildings and works, including land— 

Constraption or s0quisitiohh. 0.565 wid ios da da Dee es bbe oe eee ne es ees aes 312. 344.6 —32.4 

Repairs aud UPSD, oeisc kines oases pare chorion keene okene tee meme 56.5 49.8 6.7 

Pere RN 5 ok ee ie Bee oo eh a wh oe RON Seats Bee aan ee 15.8 15.9 —- .l 
Equipment— 

Construction or docqotation sxdo5 bigs be say nce eas FSG hae ed te ew eae nee 325.0 335.9 —10.9 

Fieresth Gitel UPR OCB hodic os ginSwls aiescs oR ops mecinna oe See viele oan ndul ries Pn EO 154.5 162.5 — 8.0 

FRGRURIRS File pes a Roe or ea Shas bole aie bo tie ORR ASS Bu Bet ee aienie ss eee eee 5.9 o.1 8 
Miteicinalor public whilityiservices.c. - ei rece neat al rane ciaemund sagen ean 53.5 48.5 5.0 
Contributions, grants, subsidies, etc. not included elsewhere..................005- 527.6 479.6 48.0 
Pensioos, superannuation and other benefits .. iis 24.04 eee eae ee eee pepe 109.7 3.4 
All other expenditures (other than special categories)............:eeceee eee eeeees 70.0 66.9 3.4 
Fhiprest on piblic debits) Otis c causs 6 i cee hs a 5 ee vs woe SS eR EE be ee eee ee eae 797.6 783.5 14.1 
Supsidies antl special payments tothe Provinces..6....35 cee cscacaas ses ebessbesck 537.8 518.9 18.9 
PAT APL WANOGe Pa Viens 2 a a eons ae bs wc ie oe Lede ee ea 506.2 491.2 15.0 
Old age assistance, blind persons and disabled persons allowances and unemploy- 

SACI GRIADGAIOIS ESE nhs seam Lone kesh Rin CER RE OR EE SO 102.7 90.8 11.9 
Weserans VIALyY PeNsOns, 6t0.5..UoCi ee os oboe en ek es Dee ee ee eee 150.7 149.7 1.0 
Other payments to veterans and dependents.........s0s0sscciecscupoccdoswccpeent 71.2 70.2 1.0 
Government’s contribution to the Unemployment Insurance Fund................ 55.1 45.7 9.4 
Higepital msurance and general health grants. os occc<0i ss ccaeed yeas ew Ueesh co uene 237.4 196.6 40.8 
iyene-Vonada Highway contributions: 3.6.4 oss2 cds ks wh eee 48.7 53.3 — 4.6 
Movement of mail by land, air dnd water. 2. 5.8444. 40410) 05 ses bee boo oe 61.7 59.3 2.4 
Deficits—Government-owned enterprises...:......000.cccaccecccececcccvcsececans 78.3 62.1 26.2 

$5, 989.3 $5, 744.4 $244.9 
Less: Vorpensiture recovered... «3.6.4 65s saul 56 Mle ee ee ee 31.2 41.5 —10.3 
ee BS ice LL. a ee en meer tt hol Ra Mey eer $5, 958.1 $5, 702.9 $255.2 
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APPENDIX 6 


(Auditor General’s Report) 


SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE 
BY DEPARTMENTS, CROWN CORPORATIONS, AND OTHER INSTRUMENTALITIES 


March 1961 in comparison with March 1960 


Employees Authorized Increase 
Saat (Decrease) 
March 1961 March 1960 
DEPARTMENTS (Note 2)— 
/ 
Agriculture— 
| NS See ST Te a, ee es 398 373 25 
) Nd es a ind vk om 6 whe bce 4,694 4,629 65 
| EMME CSTE MRE SLOT CBU Pe. ka aiktic sv ceccsuvvscedevcces ces 3,002 3, 260 72 
. ES eRe et MIR se os ya bn cp kee kevavirdvenvicuns 1,300 975 325 
9,724 9, 2387 487 
| eras PI MOORETO TORI. 5 dei add ous dca cbc vewncevvcdenaseuce 8 8 a 
OEE Ee ee a ee re 141 142 (1) 
UNNI SAMI OME A HSWOTHOPK oo ok so ochac sco do pesccccsvcsvassceviecs 31 21 10 
INTL, STOOD cg Aes NE og cy ise hs os ede ov svoeewaed ends 16 16 -~- 
_ Citizenship and Immigration— 
| EU ORS os LED ccm Be i ids babe vba sess cuivi'y c¥aeoes 176 172 4 
| TE et a re iso ivg AG bk eusodcsswleaenvsens 211 205 6 
REE BR oes EN ee Wa sac Bia ccc b as decusureuucesade 2,138 2,145 (7) 
| UR Fee a iy phe bbs cede ba ckeoeesouw. 2,347 2,180 167 
| 4, 872 4,702 170 
MIP Pat yice Commisaion®..................cccecccccsocccceccececscc. 692 697 (5) 
| RN BE A Bs vies A esd vd nde w ne dsccessvaewas’ 1,581 1,509 72 
| External A ffairs— 
| REIN Mee 0, A 2 AE, AL oid Kav datos Wa a0 bs vv bd vdek ve wes 786 782 4 
INEM SOMME rs Ow oy ve yd meg uvacdsvaneevuves 1,216 1,176 40 
SMUGrMLIODRL DOING COMMISSION, ve... 22s cassie scccseosanecncessans 12 15 (3) 
C7URE TNLETHALIONA! COTATIINSIONS. ... 2... occ cece eee es scceenccees 16 16 
2,030 1,989 4l 
_ Finance— 
ReeMeR CRIED PA IMATIAETAAAOD Sey 5 0 dcx os ole ccc tn esnedacseucvacues 479 504 (25) 
een OE LTR ORME Os io sea ce civs cs sas sav necsscecaannasecs 4,501 4,403 98 
PeAPIMUIETALION Of VATIOUS ACES... .....-. 000s ans caceccccesssvcceess 429 389 40 
Ne a mw oa hci ia ast osha 28 27 1 
5, 487 6,323 114 
' Fisheries— 
} Administration and general services*...............scccscccssseees 199 195 4 
ee a EG gc eadeensasenss suede 1,438 1,410 28 
ee as bcs ieh ais ya cw bineine nevad was dae 830 828 2 
2,467 2,483 34 
Governor General and Lieutenant-Governors*...............0eeee cues 15 14 1 
| ee dcunas nes bawase bes 110 110 — 
 Justice— 
se Oh back iacn dee ried at euweds 402 372 30 
ee doe dcrnenashecsnesubenes 2,630 2,411 219 
) 3,032 2,783 249 


* Includes seasonal, part-time and/or sessional employees. 


122 


AUDITOR GENERAL’S REPORT 


SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


a 
DEPARTMENTS (Continued) 


Labour— 
Departrientt® .0his sips gte Soe ee en nents endear ora pies acran ee ans 
Unemployment Insurance Commission..........--+-+e++eeee seers 


Legislation— 
Shere aba ay chen Md id EY hoe Le R ee < erate Bias ea ae tees 
Haas of Cominonn* iss de os ee ce Vas ews ee a ee ie eee 
Library of Parliament*...........-.-:-scre eee e nese eee e cnet etenens 


Mines and Technical Surveys— 
A rip iitme PMR ee i os cds a Mak hE oe ace Oe ne ee gee eon ene 
Surveys and Mapping Branch*..............:-. see e ee tet eee eens 
Geological Barrer es ch se tee At te eb Gees bese mie 
WE fics ERATE Es oe wa Bsn wa dima eae Bean emer rg ann ieee nah eae 
International Boundary Commission*,.................c. ee eee teee 
Tina ONL OATO x1..o oy arabe at od ans anaes cena eee en 


National Defence (Civilian Staffs)— 
Departmental administration css: cn i.ot5see Sitter eeeeeeeee 
TAADRETION BOT VICES esos ce ee s civ-nd eden Seder soo + 0S epitean ere ee 
Fiery Cec ICY done hac ns a os ran al oe ee ee eran eae 
Gear ee LEP Te AOEI wie Socsseiet eBnd bey ae in OR Asien Aaa ip ananassae teat eee 
Pival Casein Ait POreegoe cree «shake sete erent eet tr aie 
Defence research and development....... i006 222/f20s ere eee 


Pemcacinl Gallery as 6 ed sito Sore ele ee bie sie ER as ot ne hae apetgo ae 


National Health and Welfare— 
TIGORTETIONTS. BUTS IEPA GION 60 o5 «gn e han eo us Fk ae 
PNB UIOOAU PEORIEEIPaNGI orca. cere kas es cn ore eee ees 
Welfare Branch omen dames scott hed 6 haw oie h egal aA one Rae 
CTanier ale: ake bon: OE 8 Reh ie rR Reet ne on Be nas A Peer 


iNtionel Research GOunGile- stacccree. ooo oe ae ee eee 


National Revenue— 
RUC T AC TUTE EIT VIRNOUIE irs: scicis idee eee’ Baca oe Od a Sul are 
PRR Ie ROTO TINE ote elie os dest Se a latins xs ree cranes eee 
‘LOE ApenL Basta, tol. cast ese ie fea ks ck Ee Re en Se ener 


Northern Affairs and National Resources— 
Leparbinental Ariministragign ) <) So 56 6 Gk eae cece ees bie 
ition Paria rene. coe ss bd ce ee lees | Pee 
Piational parka wae Wimtorhs piles. c6.k ks sce oe ec oalcb des be Raa 
Water Reantress Dirdnch hn ooes vy vcs ca ee ee 
Northern Administration Branch* 
Sn Terry hse 3 ee eon a eee 
Northwest Territories and other field services*................... 
Forestry Branch* 


CS DOS © we We Aa WAM, Oleh B'S Oe By ey ane lee eee 


Employees Authorized 


March 1961 


26,712 


March 1960 


Increase 
(Decrease) 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 
aaee—e—e—e—eeeeo..:?7”0SSSSSSSSSSSS 5 ooo 


Employees Authorized Increase 
(Decrease) 


March 1961 March 1960 


DEPARTMENTS (Continued) 


ne IRS DORMS TLS MERON DEY 505 sos vb vawe cian ss ccecwsesucced 169 125 44 
Public Archives and National Library— 
6M a a ua ui ws ein euso Kosch nin.nien einen 115 111 4 
I SRE ore ee Re GR hvala ne Gwin ais we bi e's oe 3 43 41 2 
158 152 6 
OT TS BOAT ell a 453 458 (5) 
Public Works— 
eMC TUN ROUSE wie inc 2.0) S aig so Site sic, So s X Soke wie ms Hid wining doe Smee 6 1,703 1,648 55 
) Maintenance and operation of public buildings*.................... 6,894 6, 862 32 
Harbours and rivers engineering service*...................eccee0. 617 609 8 
Bee VG OGMIGHE OBNINGCTING SOTVICR™. 20... cde ccc cs ccnscusvcdcecanse 149 138 11 
9, 363 9,257 106 
Royal Canadian Mounted Police (Civilian Staff)...................... 1,158 1,118 40 
Secretary of State— 
RNer TT AOR OMNI TIIIBETAGION $98. 8. sso oc dsc sacctnesewccerenacess 61 60 1 
| Rete RARER PR SETICOIN RC 55 FM o.oo. s sy0cs: uel ores a caus deapsjerdyerdcaie. 4 oe, ebseums 25 24 1 
| ene IS MME WTSESEL COE, PEM is Go sk deeb aes vee sede eueaee mas 52 52 — 
/ i RI UMD tn ei, Blo a ils n, acd eidaniehmin-oplual miarem aban 320 315 5 
Cp A SR ee ee Cee | i a nn ee 327 322 5 
785 778 12 
Trade and Commerce— 
Rema TO Sl ET ALION “.5 . «» AMOR so os cc dee vs ss aereaswuncensetcces 1,456 1,420 36 
RneereINMY, SOEVINPAN FH IERDISUION Foo ae sc aise cles can<cisainee ve neaancanee 1,741 1,697 44 
Bere) Op CATT (OMINMGSIONCTAL ... .. 60s 5 ale ca csc cn scie cs centvcccees 1,132 1, 134 (2) 
en eer OAT ere eae A itlid Mes . LANES REGS! n 57 — 57 
eM Fn iis ys wale esi sia 59 47 12 
4,446 4,298 147 
Transport— 
| TeeGarireon tad ar Mainistravion chi Wes LG essldei a Kwa id eos wees os 578 565 13 
: emer reece Welt a hoiee ah) tithe hie Da scat! ore aida Gisis oe oe 481 600 (119) 
ET bee GS, ERS Se nee Cee ee ere 3, 688 3,567 121 
STORIE PE LOATISHID, SPI VICOR .aiso/e ois «2h ip winnie vorv'e decinw as.e vy s rs 7 — 
RN Bs RN i cca Sw imar RRs vanpmianin. Ss oars 9,325 8, 663 662 
I EN ie. niu ut i akinastis,mndiaunid Poataw edd 77 64 13 
Pemerarrre BARTELS COMIMIGHIOR... 5... kbs cee knees nasdec are 24 24 — 
| Benn) 0 1 PAMBDOTE CCOTRINISSIONCTS . 2.0 occa b a costs e cnc ae ce apr mee tes 170 171 (1) 
14,350 13,661 689 
| Veterans Affairs— 
) Se iigteaas, SII Oe ne eee eer er 13, 148 13,153 (5) 
CPRIUA F OTMON COTNIMGISIONIT! . «56 co ache dence ee ceed enue ane 404 419 (15) 
Soldier Settlement and Veterans Land Act.................002005- 984 993 (9) 
14,586 14,666 (29) 
ey a oy epg re ee 195, 309 193,216 2,093 


SROWN CORPORATIONS (Note 3)— 


Atomic Energy of Canada Limited— 


NE TER ICEES OER EMR ee eRe Gam yo oy NS Boas g Wig ibid en, wie @obw BE 535 518 17 

RM Ns ee ho de dveetas yee eee aalee 1,099 997 102 
ee Ee RE eee as LL wn Baal ain hue Ww ws ome eae 1,214 1,197 17 
2,848 2,712 136 
Canadian Arsenals Limited— 

OS Le oo SE A Fn ee ae a re eer rer ere 1,076 1,166 (90) 

eh ke et a ee rere 916 1,116 (200) 

REOMTAS TRtO—BOD-BTOCUCTIVE. «fies Fo 5. kes eee cence eens seens 787 896 (109 ) 
2,779 8,178 (399) 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—C ontinued 


Employees Authorized Increase 
| (Decrease) 
March 1961 March 1960 


oa eee 
CROWN CORPORATIONS (Continued) 


Canadian Broadcasting Corporation— 


Administrative (including field offices).........-. sees eeee eee ee eens 1,423 iare 50 
Programming and production..........s.eees seer ee ences ence cee ees 3,493 35010 178 
Baginoering Pores ns seen egy on (hes osc ge Wee Lata te eeae eae ea! 2,040 1,937 103 
Pia oo cle ou ne. bis wt ne ee vcd 2s RUM ei ee 548 528 20 
7,504 7,158 851 
Canadian Commercial Corporation.........:: cece eee cece teen ee eeeenee 60 54 6 
Canadian National Railways. .....c sss cnc cs dececcee dancers seseeonrns 96, 621 103, 237 (6, 616) 
Canadian Overseas Telecommunication Corporation— 
BU Ct nen | ee ee EE eee e CREE err rit re rere ees en 85 82 3 
CPrerG ir ates oo oo sks oe ea aaes won. e Ayer ge ae oe eRe nee 304 293 ll 
889 8375 14 
Canadian Patents and Development Limited................2eeeeeeees 4 1 3 
Central Mortgage and Housing Corporation— 
Feaga lary. < ite es isn eco ceeew rks aks eaves Clu Beer sepa ogra 1,854 1,893 (39) 
Contrant ani casual .oi.cee0kteecisceusor des geainsse tose ster reenas a7 39 (2) 
1,891 1,932 (41) 
Cornwall International Bridge Company Limited...............0000055 15 14 1 
Crow Asssta Disposal Corporation cooc6'.5 60s 425s hoa ev clee ta 106 114 (8) 
Winfence Construction (1051) Limited cok cc cals Hod tad oe fetes ae 392 420 (28) 
Piderade Aviahicnrrmited si. cs eee «ods pe da oe oats adnate 43 47 (4) 
Eldorado Mining and Refining Limited— 
FA TEVIDABE PLA ee ese hcg. PHO UL Wek.8 Ka see et ek dad MO ed outa 197 253 (56) 
ate eA Te aie S Ge RGR COND ek Gaia 756 1,059 (303) 
PEMMMMODIE ey Sei ee eee v cck Geeks Samer Oo derole ettiae Mane 55 48 t 
1,008 1,860 (852) 
Haport Crédite Ineserance Corporationy? : «...0scMiou tee ee ee 32 30 2 
Prati Credit Carita ties ie fee v5 550 oA 308 183 125 
The National Battlefields Commission...............0.000c0008 Se 23 23 — 
National Capital Commission— 
MAIUINIBEPALIVG, LPINESTIUG; BIC. s5iias 6 os Pines y i uibe yx eaeee oeek 85 76 9 
Provailing rate——eansonal dls te er «v's ban Dehn bn eB ok GAARA 290 285 5 
Construction employees for speoric works.c0 5. ners ees eee 178 125 53 
: 553 486 67 
National Harbours Board— 
Salaried—Permanent, seasonal and temporary..............sseee0% 862 827 35 
Prevailing rate—Permanent, seasonal and temporary..... EERaR ESA 1,407 1,442 (35) 
2,269 2,269 _ 
Northern Canada Power Commission— 
PASE PUERTO oc) 3, kit. te ee, eg eee rae aad, 36 41 (5) 
Eg Sng RP oan, Mio re Res die el 55) De ee Seen 167 100 67 
208 141 62 
Northern Ontario Pipe Line Crown Corporation.............ceceeuceee 3 4 (1) 
Northern Transportation Company Limited..............ccececececece 42 45 (3) 
Polymer Corporation Limited— 
Jen nacpeis et EEE: LEER? ES: Cee e eT Ter Ter Te 932 906 26 
as Ok 4 a nee | ee eee ee 1,696 1,748 (52) 


2,628 2,654 (26) 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Concluded 


Employees Authorized Increase 
— << —nennn—ee=s| (Decrease) 
March 1961 March 1960 
JROWN CORPORATIONS (Continued) 
The St. Lawrence Seaway Authority— 
PAAAITAITMGRMUL VO ANG TMPINCOTION, «<0 6.5 cns coe cuccussccccstuvccces 297 315 (18) 
NOONE See e aS Fo aals Goins Givd wedias'ch’ sks ubidenee cadens 645 677 (32) 
I re ea a eee ae a craldg dacwlaibuldiore ¢a4x ne eux 654 610 44 
1,596 1,602 (6) 
Trans-Canada Air Lines— 
yo) ee ee Meee Agi 3 aia Ah Bie ok Kaniol A 1,549 1,617 (68) 
Te se ee aR ie. ule pial ak ww icalee » 10, 047 9,285 762 
11,596 10,902 694 
RE OWE COT OOTIUIONN <5 466 sis knee obi vedas caer cnecece neces 132,913 138 , 936 (6, 023) 
THER INSTRUMENTALITIES (Note 3)— 
| ERNE ke elo ae eu y de a witicn alae ea oka Owkem 813 812 1 
| ee eis oes yl ow bu lub ceaveddaledebavectad 32 29 3 
Seer A caMetling Wihent BOard.......0<.600e secs ceccscsuscedcctvncncvsces 687 673 14 
PM POP IR nance e tgs nae ni cen enssSieaeeey nants snedeaearanssanes 17 23 (6) 
| meuetrigs evelopment Bank.........5006<.sc0eeedereeceees eae oue 279 209 70 
faerational Film Board............. Sem oera a yea ee att nb kien cana bee 680 678 3 
. Vhs, SRT are Aree mene We a HO) SS, mpl 
ns Serer AMETUTNEAITIOS oc oes pov sa es See tse ee aw wees 2,508 2,424 84 
‘OTAL, DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTAL- 
RA MEN AS ee AEN TS As a maa racial ake aa eid dieia bios eaince® Ope arn kama” 330, 730 334, 576 (3, 846) 


JOTES: 
(1) The boards, commissions, etc., shown separately under departmental headings, are those for which outlines are included 
t in the publication ‘‘Organization of the Government of Canada’’. 


(2) The numbers of employees shown for the departments are the approved Establishment figures appearing in the Details 
of the Estimates for 1960-61 and 1959-60. This does not take into account changes that may have been approved by 
Treasury Board during the year. Although seasonal, part-time and/or sessional employees are included, casual employees 
are not included (the numbers of man-years involved not being given in the Details of the Estimates in support of 
amounts provided). 


43) The numbers of employees shown for Crown corporations and other instrumentalities are the ‘‘actual strength’”’ figures. 
In the case of three Crown corporations, the following information is available with respect to establishments authorized 
by their executive boards: 


March March Increase 
1961 1960 (Decrease) 
SIG IA ESTORCOORCINE COTDOTALION. . 6. ccsccscsccaccenserndvcuteawesseas 7,822 7,415 407 
National Capital Commission— 
SPE INITA LIV, CAMTINOOPING: GUCis cc ios docvcdeescaet ee va lands euanws 90 81 9 
TO ORE Ce ee RIE SCG, Wy iy yc vs SM dW slew Maw soe ate aes ope 449 449 


ne a SAME ES PURINE ico, Salis adda vee x¥x OP eee a Cd ve Nek Km ES 2,666 2,674 (8) 
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AUDITOR GENERAL’S REPORT 


HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act. 


2. In accordance with the requirement of section 70 of the Act, a report is now 
nade to the House of Commons on the results of the audit examinations for the year 
nded March 31, 1962. Subsection (1) of the section reads: 


“The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


- (b) any public money was not duly accounted for and paid into the Consolidated Revenue 
| Fund, 
| 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 
| (e) there has been a deficiency or loss through the fraud, default or mistake of any person, 
bs or 
| 
| (f) a special warrant authorized the payment of any money, 
and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons.” 


3. The Statement of Expenditure and Revenue for the year ended March 31, 1962 
ind the Statement of Assets and Liabilities as at that date, prepared by the Department 
of Finance for inclusion in the Public Accounts, have been examined and certified by me 
is required by section 69 of the Financial Administration Act, subject to my comments 
n this report. Copies of these financial statements are attached hereto as Appendices 1 
and 2. The “Summary of Appropriations, Expenditures and Unexpended Balances, by 
Jepartments” and the “Summary of Revenue, by Main Classifications and Departments”, 
0th as included in the Public Accounts, have also been examined and certified and copies 
we attached as Appendices 3 and 4. 


| 4, The report contains explanatory notes in paragraphs 29 to 45 regarding the 
najor variations between the 1961-62 and 1960-61 expenditures. There is also submitted, 
1s Appendix 5, a Summary of Expenditure by Standard Objects for the year ended March 
31, 1962, with comparable figures for the preceding fiscal year. 

_ 5. It will be noted from the Summary of Expenditure by Standard Objects (Ap- 
gendix 5) that the two largest items of expenditure continue to be interest on the 
gublic debt and civil salaries and wages. Together they totalled $1,669 million and 
represented one-quarter of the total expenditure for the year. The first of these items, 
aamely, interest on the public debt, is the subject of a detailed appendix in the Public 
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Accounts. With reference to civil salaries and wages, Appendix 6 to this report gives , 
summarized listing showing the numbers of employees authorized for the public service by 
departments, together with Crown corporations and other instrumentalities, at the clo 7 
of the fiscal year under review in comparison with the numbers at the close of the: 
preceding year, prepared on the basis explained in the footnotes to the appendix. . | 

6. A number of the matters dealt with in this report have been commented upon in: 
previous reports. Where the matters in question had been made the subject of recom: 
mendations by the Standing Committee on Public Accounts—mainly in the case of items) 
in my 1960 report, which had been considered by the Committee during its 1961 
meetings—the recommendations made by the Committee have been quoted and comments, 
made regarding the action, if any, taken by the departments concerned. | 

As there have been no meetings of the Committee to date in 1962, the matters: 
dealt with in my 1961 report have not received consideration by the Committee. 


Scope of the Audit 


7. Examinations of the departmental accounts for the year ended March 31, 1962 
were made in conformity with section 67 of the Financial Administration Act, which 
reads: 

“The Auditor General shall examine in such manner as he may deem necessary 
the accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(6) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper al- 
location of the revenue, 

(c) money has been expended for the purposes for which it was appropriated by Parliament, 
and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient to 
safeguard and control public property.” 


8. Although the Audit Office has continued its comprehensive audit approach during 
the past year, I must report that it has not been possible to carry this forward to the 
extent outlined to the House of Commons in my 1960 report, and to the Standing 
Committee on Public Accounts in both 1960 and 1961, for the reason that I continue to 
be unable, under existing governmental recruitment procedures, to obtain the full staff. 
approved by the Treasury Board for my Office. The approved establishment was 159 - 
for 1961-62 and 179 for 1962-63, the latter figure being the minimum strength which, as | 
stated on page 111 of last year’s report, I regard as necessary to carry out a basic external - 
audit program within the framework of the existing governmental organization. On 
October 31st last our actual working staff numbered only 150 compared with 152 on 


October 31, 1961. The recruitment difficulties are explained in paragraphs 21 to 23 
this report. 
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9. Examinations have continued to be conducted on a test basis in accordance with 
ast practice, the extent of the tests varying according to the nature of the transactions 
nd the effectiveness of internal controls. The extent to which these test examinations 
ave been limited by recruitment difficulties has become a matter of serious concern. 
n too many instances staff shortages have resulted in the Audit Office being unable 
to make test examinations of departmental records with sufficient frequency or in suf- 
cient depth to achieve the minimum standard required by accepted auditing practice—or 
eing obliged to curtail its work in other directions. 

Subject to these limitations, our examinations were made in accordance with 
yenerally accepted auditing standards and continued to include a general review of the 
counting procedures and systems of internal control together with such tests of the 
counting records and other supporting evidence as we considered necessary in the 


“ircumstances. 


|: 

| 10. The attention of responsible administrative and accounting officers was directed 
5o transactions which, in the Audit Office view, were not in harmony with annual 
oarliamentary appropriations or continuing statutory financial directions, or which lacked 
sonformity with executive orders or regulations. 


| 


| 11. Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those listed in paragraph 154 whose 
eons were examined by other auditors. 


| 


12, The accounts relating to the receipts and disbursements of the Audit Office 
ere examined by an officer of the public service nominated for the purpose by the 
Treasury Board, as required by section 75 of the Financial Administration Act. 


_ 18. During the course of their work, members of the staff of the Audit Office 
were, with the exception noted in paragraph 95 of this report, given full access to all 
vouchers, records and files of the various departments, Crown corporations and other 
agencies. In addition, they were readily provided with all supplementary information 
and explanations required. I take pleasure in expressing my appreciation for the co- 
operation thus extended by departmental and Treasury officers and by the administrative 
and accounting officers of Crown corporations and other agencies. 


| 
{ 


14. The Audit Office has addressed detailed reports to the executive boards of Crown 
sorporations and other agencies covering the results of its examinations during the past 
year. These reports outline the scope of the audit, give a broad summary of the results of 
yperations for the financial year in comparison with previous years, and make comments 
and offer suggestions regarding weaknesses in internal control and other matters noted 
paring the course of the audit. Where matters dealt with in these reports were considered 
20 be of interest to the House of Commons, references are made in later sections of this 
‘eport. 
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As stated in my report last year, it remains our intention to extend the issuance 
of detailed reports to the heads of government departments. However, this cannot be | 
done until the Audit Office staff strength is brought up to its approved establishment. ‘| 


Internal Financial Control : 


15. Effective internal financial control in the operations of a government department, | 
Crown corporation or other agency is a prime consideration for the auditor in determining — 
the scope of his work. In last year’s report I referred to the three basic requirements for 
an effective system of internal financial control in any organization, namely, accurate | 
costs, adequate periodic financial statements and an appropriate internal audit. 


16. The need for accurate costs has now been partly met by the action of the 
Department of Finance in arranging for the estimating of the annual costs of certain major 
common services, by departments, and showing these costs in summary memorandum 
form at the beginning of the several departmental sections in the Revised Estimates for 
1962-63. While showing the approximate value of major services to be received by a 
department from other departments in this way provides useful information, it has the 
disadvantage of relating the amounts only to the department as a whole instead of to 
individual appropriations relating to the work areas. I hope that the start made this 
year will lead to the provision for all significant cost factors in the individual appropria- 
tions and the inclusion of the actual costs in the accounts of the responsible departments, 
because the departments benefiting from the services provided cannot be expected to be 
conscious of costs, for which they are in fact responsible, unless they are charged with 
them and have to pay them out of their own appropriations. In my opinion this could be 
achieved without the introduction of any complex accounting procedures. : 


17. Last year I referred at some length to the need for wider use of effective periodic 
financial statements for the study and control of costs by government departments, in 
which actual performance would be measured against either budget projections based on 
parliamentary appropriations or actual performance in a comparable prior period, or 
both. Current reporting practices were reviewed by the Royal Commission on Government 
Organization who recommended that “departments and agencies adopt modern manage- 
ment reporting techniques”. As part of its comprehensive audit approach the Audit 
Office seeks to assist departments and agencies in developing periodic financial statements. 


18. I pointed out last year that the external auditor is at all times vitally concerned 
with the competence and scope of the internal auditing work being carried on in an— 
organization. It is still the case that while many of the larger departments and Crown 
corporations maintain their own internal auditing staffs, a number have not taken steps 
along these lines even where the circumstances appear to justify it. On the other hand, 


some internal auditing units are overstaffed and tend to duplicate the work of other 
groups. ! 
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The solution to this problem, in my opinion, lies in making more effective use of the 
taffs engaged in internal auditing, coupled with a freer interchange of ideas on procedures, 
echniques and programming among the various departments, Crown corporations and 
ther agencies. Since internal auditing is essentially a management tool to ensure good 
yerformance, it should, as far as is practicable, be carried out under the direction of top 
management by staff experienced in the techniques and requirements of the particular 
ganization if it is to be effective. Reference was made last year to the fact that the 
yacklog of cost audits of expenditures incurred under contracts entered into by the 
Jepartment of Defence Production had reached proportions which were of concern to 
vi Department and to the suppliers involved. While this situation continued to exist at 


arch 31, 1962, we note that efforts have since been made to reduce this backlog. 
j 


Phe Public Accounts 


| 19. I expressed the view in my reports both last year and in 1960 that as the Public 
\ccounts constitutes in effect Canada’s annual financial report to its shareholders—the 
seneral public—it should conform to the highest standards of financial reporting in the 
‘ountry and be presented in a clear and concise manner without being encumbered with 
mnecessary detail. 

Although attention was given to this problem by the Publie Accounts Committee in 
ts Second Report, 1961, I hope that further consideration will be given towards sum- 
narizing or otherwise reducing a number of the detailed listings presently included in 
Tolume II so as to present more significant and relevant information to Parliament and 
he public. Examples of additional important information which I believe should be 
lisclosed in the Public Accounts are to be found in paragraph 93 suggesting that ex- 
dlanatory statements be given of revenue remissions, in paragraph 140 suggesting a 
nore informative disclosure of all unpaid accounts receivable due to the Receiver General, 
ind in paragraph 189 suggesting the inclusion of financial statements of departmental 
yperating activities. 


7orm of the Estimates 


20. I continue to hold the view that expenditures of public funds at the level at 
vhich they exist today are of such importance to the Canadian economy that it is essential 
hat the Estimates be presented to Parliament in the simplest and clearest manner 
vossible. It seems to me essential to have what might be described as a maximum of in- 
ormation, well set out, having to do with the proposed spending. In my 1960 report I 
ecommended that consideration be given to the form of Estimates presentation with 
\ view to providing more meaningful information, and since the four examples I gave 
it that time are still pertinent I now repeat them: 

(a) comparing the amounts estimated for the ensuing year directly with the anticipated 
actual expenditure for the current year, as well as with the amounts that had been 
estimated for the current year; 
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(b) giving the estimated amounts in three columns: estimated expenditure (gross) ; estimate 
revenue; and net requirements to be voted (thus giving Parliament an opportunity t 
consider the sufficiency of receipts for services rendered in relation to the costs incurred) ; 


(c) including both operating and capital budgets of Crown corporations, even where funds 
will be forthcoming in full from corporate resources (thus giving Parliament an op- 
portunity to consider broad policies associated with their operations) ; and q 

a 

(d) including appropriate explanations in all cases where expenditures proposed for the year 

involve commitments for future years. ; | 


It is of interest to note that the Royal Commission on Government Organization in its \ 
commentary on the Estimates makes recommendations along these lines. a 

The Public Accounts Committee in its Fourth Report, 1961, while indicating its 1 
approval of certain improvements proposed by the Treasury Board Staff, recognized that 
there were other possible changes in the form of the Estimates, some of them of a 
fundamental nature, and recommended that these be considered early in 1962. I hope » 
that action will now be taken to improve the form of the Estimates along the lines » 
indicated. q 

It must always be recognized that the form of the annual Estimates is important from | 
the accounting point of view because it determines in large measure the manner in which | 
the subsequent accounting for expenditures is maintained and reported upon in the Public | 
Accounts. This in turn is important to the Auditor General because of his responsibilities - 
to Parliament. 


Recruitment of Audit Office Staff 


21. As the Financial Administration Act directs that the staff necessary to enable 
the Auditor General to perform his duties is to be appointed under the Civil Service 
Act, new employees for his Office are recruited by the Civil Service Commission under its 
regulations and procedures. For many years now the recruiting efforts of the Commission 
have not been successful in bringing the working staff up to the establishment authorized 
for the Office, the working staff of 150 on October 31st last being 29 employees short of 
the 1962-63 authorization. Moreover, the action of the Treasury Board this year in freezing 
departmental staffs on July 11th has had the further unfortunate effect of eliminating 
any possibility of improvement in the staff situation. Although certain branches of the 
Government service have been granted relief in varying degrees from this restriction, my 
request to the Treasury Board that some relief be granted to the Audit Office was refused. 


22. The manner in which existing governmental recruitment procedures could 
handicap the work of the Audit Office was foreseen by the Public Accounts Committee 
over two years ago. After expressing its interest in the comprehensive audit approach, the 
Committee included the following recommendation in its Third Report to the House of — 
Commons on July 20, 1960: 


“Parliament has placed broad auditing responsibilities on the Auditor General and 
they involve the largest and most complex business in Canada today—the Federal Govern- 
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ment. To carry out these responsibilities adequately in the interests of Parliament and the 
public requires the highest order of leadership coupled with a competent staff of career 
accountants and auditors. In the opinion of the Committee it is fundamental that this 
independent auditing office be strong, capable, efficient and equipped to operate in accordance 
with the high standards of independence and objectivity expected of professional accountants. 

“Since the Auditor General is responsible only to Parliament, the Committee recommends 
that at the next Session of Parliament the proposed Special Committee on the Civil 
Service Act should give consideration to authorizing the Auditor General, with the approval 
of the Treasury Board, to recruit his own staff under a plan of organization necessary for 
the proper functioning of his Office and the establishment of rates of compensation for each 
class of position, having regard to the rates of compensation and conditions of employment 
for comparable positions in other branches of the public service and outside the public 
service.” 


The staff difficulties were again reviewed by the Public Accounts Committee during 
its meetings last year. In its Fifth Report, 1961 the Committee again reported to the 
ouse of Commons, on July Ist, as follows: 


“In its Third Report, 1960, the Committee recommended that consideration be given 
to authorizing the Auditor General, with the approval of the Treasury Board, to recruit his 
own staff under a plan of organization necessary for the proper functioning of his Office. 

“The Committee was informed by the Auditor General that the government had ap- 
proved an increase, from 141 to 159, in the establishment of his Office for the fiscal year 
1961-62. Discussions had been held in January, 1961, with officers of the Civil Service 
Commission with a view to having the extra positions filled as soon as possible after they 
became available on April 1, 1961. However, in spite of the best efforts of the Commission, 
while carrying out the normal recruitment procedures, only one of eight senior auditors 
required had reported for duty by June 12, 1961, and the total staff stood at only 139 at that 
date. The Committee is seriously concerned at this state of affairs which is not only 
subjecting the Audit Office to heavy pressure to complete its audit assignments but is affecting 
the scope of its work. 

“The Chairman of the Civil Service Commission informed the Committee that Clause 
39 of the Bill to amend the Civil Service Act would give the Commission the power to 
delegate to any deputy head the right to select his employees, but he explained that he was 
unable to state to what extent this section, if enacted, would be used by the Commission. 

“The Auditor General, in the discharge of his broad auditing responsibilities, is 
responsible directly to Parliament. It is fundamental to the effective discharge of these 
responsibilities that the Auditor General’s Office be strong, capable and efficient and equipped 
to operate in accordance with the high standards of independence and objectivity expected 
of professional accountants. The Committee therefore recommends, 

that the Civil Service Commission either reach agreement with the Auditor General 
on some mutually satisfactory staff arrangement or that following enactment of 
the new Civil Service Act the Commission delegate to the Auditor General the 
right to select his employees in order that he may carry out the responsibilities 
placed on him by statute.” 


23. In view of the serious effect that the recruitment difficulties and delays are having 
n the scope of the work of the Audit Office, I have asked the Minister of Finance if 
teps could be taken whereby the Auditor General might be empowered to recruit and 


8 AUDITOR GENERAL’S REPORT 


manage his small professional staff as recommended by the Public Accounts Committee | 
in 1960 and again in 1961. | 


Summary of Expenditure and Revenue 


24. The Statement of Expenditure and Revenue for the year ended March 31, 1962, 
prepared by the Department of Finance for inclusion in the Public Accounts and certified — 
by the Auditor General as required by section 64 of the Financial Administration Act, 
is reproduced as Appendix 1 to this report. Expenditure for the year amounted to $6,521 
million and revenue to $5,730 million, resulting in a deficit of $791 million. By comparison, — 
there were deficits of $340 million in the preceding year and $413 million in 1959-60. 


Expenditure 


25. The Summary of Appropriations, Expenditure and Unexpended Balances, by | 
Departments, for the year ended March 31, 1962, as published in the Public Accounts, is | 
reproduced as Appendix 3 to this report and shows appropriations of $6,807 million, 
expenditure of $6,521 million and unexpended balances of $286 million. 


26. Of the $6,807 million of appropriations available for expenditure in the year, 
$2,721 million was provided by continuing statutory authorities and $4,057 million was 
granted by Appropriation Acts (Nos. 1, 3, 4 and 5 of 1961 and Nos. 1, 2 and 4 of 1962) 
while $29 million remained available from a continuing 1960-61 appropriation (Vote 592). 

Of the $6,521 million of expenditure during the year, $2,721 million was incurred 
under the continuing statutory authorities, with $3,800 million being spent under the 
authority of the appropriations granted for the year. 

Of the $286 million of unexpended balances, $247 million lapsed in compliance with 
section 35 of the Financial Administration Act. Of the remaining $39 million of un- 
expended balances, $37 million relates to Vote 614 and remains available for expenditure 
in 1962-63 because of the following special wording of the Vote: 


“Payments in accordance with terms and conditions approved by the Governor in 
Council to Provinces and in respect of Indian Bands under the Municipal Winter Works 
Incentive Program during the 1961-62 and 1962-63 fiscal years of amounts not exceeding 
one-half of the cost of labour incurred in the period from the 15th day of October, 1961 to 
such day in the fiscal year 1962-63 as may be determined by the Governor in Council; and 
to authorize payments in those fiscal years to Provinces in respect of previous Municipal 
Winter Works Incentive Programs in accordance with terms and conditions approved by 
the Governor in Council—$40,000,000.” 


27. The lapsed balances of $247 million represented 6.1% of the $4,057 million of 
appropriations under Appropriation Acts. This compares with lapsed balances representing — 
6.0% of such appropriations at the close of the preceding year and 8.8% at the end of 
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1959-60. In the cases of the following departments, the lapsed balances represented more 
than 10% of the appropriations under Appropriation Acts: 


Lapsed balances 


Department Appropriations Amount % 
a yk dc cud ns 0d 56 vie Heke vc ene o $ 39,734,000 $ 5,022,000 13 
| nN OU gins yok avs vou oun dnuncecnce 27,290,000 3,386,000 12 
bog LE 8p iy Ee EL es ae ee Co a ee a 16,731,000 2,011,000 12 

| Labour (exclusive of appropriation for the Municipal Winter 
| yf BES ER yg 126,526,000 39,814,000 31 
| Northern Affairs and National Resources .................. 91,759,000 10,564,000 12 
rey Pema, Selick’, 4.9015 sd kicaw Ysiewida o's 6 E80 woe% 5,096,000 643,000 13 
EE FO Tt, ee | ce oe a 171,074,000 21,929,000 13 

28. The following table summarizes the expenditure, by departments, for the fiscal 


| 
‘year 1961-62, in comparison with the corresponding amounts for the two previous years: 
| 


and 1961-62. 


Agricultural Stabilization Board. 


$ 5,702,861,000 


$ 5,958,101,000 


Department 1959-60 1960-61 1961-62 
| RoR Reed ran lien): $ 227,420,000  $ 264,915,000 § 286,684,000 
| Canadian Broadcasting Corporation ...... 63,946,000 66,766,000 78,161,000 
| Citizenship and Immigration ............ 54,917,000 61,049,000 65,016,000 
ORO se Se 97,221,000 103,023,000 95,571,000 
| erie TEL eee i ea ol. | 1,420,155,000 1,460,027 ,000 1,511,953,000 
ee a ee ee a oa 102,885,000 121,336,000 168,885,000 
Mines and Technical Surveys ............ 54,432,000 59,120,000 67,599,000 
DMMRIRPEII, POT ex ck ceases cncies ceues 1,514,904,000 1,517,531,000 1,626,104,000 
National Health and Welfare ............ 818,371,000 887,147,000 1,040,276 ,000 
DISEELE FeV ok . Cet yee. be a 68,696,000 73,261,000 75,330 000 
Northern Affairs and National Resources .. 74,346,000 74,296,000 82,342,000 
TIE Bike ee eas Cee Pee eden be 165,792,000 178,372,000 185,003,000 
BRU Se AY Oa fes Wid, 4 ft. PRs GR) hl. «08 41s 217,876,000 200,892 000 188,813,000 
Royal Canadian Mounted Police .......... 52,444,000 56,023 ,000 60,497,000 
cy UR LW we” lade 17,961,000 21,764,000 39,472,000 
| POMEL MMB) ICL Seas tes BN od ew oe we 296,447,000 336,447,000 410,391,000 
| ues Metre Att AO. . ee 288,305,000 292,298,000 333,223,000 
So rr 166,743,000 183,834,000 205,326,000 


$ 6,520,646,000 


Comments are made in the following paragraphs regarding the significant increases or 
decreases in individual appropriations or groups of appropriations which mainly accounted 
for the variations between the departmental expenditure totals listed above for 1960-61 


| 29. Agriculture. The increase of $22 million or 8% in expenditure by this Department 
in 1961-62 in comparison with the preceding year was more than accounted for by the 
increase of $39 million—from $9 million to $48 million—in the deficit of the Prairie Farm 
Emergency Fund (see paragraph 58). There was also an increase of $6 million (29%) in 
outlays on rehabilitation and reclamation projects. The most significant decrease was that 
of $31 million—from $53 million to $22 million—in the net operating loss of the 


' 
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30. Canadian Broadcasting Corporation. The appropriations providing for grants to ! 
this Corporation were charged $78 million during the year, an increase of $11 million or 
17% over 1960-61. The increase was mainly due to the higher net operating requirements — 
of the radio and television services which amounted to $70 million in 1961-62 compared — 1 


with $59 million in the preceding year. 


31. Citizenship and Immigration. The increase of $4 million or 6% in expenditure by 
this Department in 1961-62 compared with the preceding year was mainly due to net | 
increases totalling $4 million (9%) in expenditure incurred by the Indian Affairs Branch, | 


32. External Affairs. The decrease of $7 million or 7% in this expenditure resulted | 
from decreases of $18 million, offset by increases of $11 million. There was no expenditure 
during the year comparable to the outlay of $6 million in 1960-61 for the purchase and — 
transfer of wheat flour to assist in the establishment of strategic stockpiles of food supplies | 
in member states of the North Atlantic Treaty Organization. There was also a decrease of — 
$7 million in contributions of food supplies to international relief organizations and one of © 
$3.5 million in the West Indies Assistance Program. The most significant increase was one 
of $4 million in respect of the United Nations Congo Ad Hoe Account, with increases of — 
$1.3 million in costs of representation abroad, $1.4 million in assessments for memberships — 
in international organizations, and $1.2 million in the Special Commonwealth Africa 
Aid Program. 


33. Finance. The 1961-62 expenditure of $1,512 million by this Department was 
$52 million or 3.6% greater than the total spent in the preceding year, there being 
significant increases in two classes of expenditure: interest on the public debt rose $46 
million or 6%, and the Government’s contribution to the Public Service Superannuation 
Account (to match contributions made by contributors during the preceding fiscal year) 
increased by $5 million or 13%. 


34. Labour. The expenditure of this Department increased by $48 million or 39% 
over the preceding year. Payments to the provinces to provide financial assistance to 
vocational and technical schools increased by $27 million—from $8 million to $35 million 
—while payments in respect of the municipal winter works program increased by $15 
million—from $9 million to $24 million—over the comparable expenditure in 1960-61. 


35. Mines and Technical Surveys. The increase of $8 million or 14% in this ex- 
penditure in 1961-62 was largely due to an increase of $5 million (34%) in outlays for 
surveys and mapping services. 


36. National Defence. The expenditure of $1,626 million in 1961-62 by this Depart- 
ment was $109 million or 7% more than in the preceding year. Increases occurred in 
expenditure by each of the three Armed Services as follows: the Royal Canadian Navy, 
$27 million (7%); the Canadian Army, $40 million (10%); and the Royal Canadian Air | 
Force, $30 million (4%). In addition, the Government’s contribution to the Canadian 


‘i 
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orces Superannuation Account was $15 million (38%) greater, due mainly to the 
ntribution recorded in 1960-61, as a charge to the appropriation provided for the purpose 
that year, being in respect of the nine months’ period ended December 31, 1960, 
whereas the contribution recorded in 1961- 62, in accordance with the Canadian Forces 
Superannuation Act, was in respect of the twelve months’ period ended December 31, 1961. 
| 
37. National Health and Welfare. The expenditure of $1,040 million represented an 
mnerease of $153 million or 17% in 1961-62 compared with the preceding year and was 
argely accounted for by increases of $95 million (50%) in the Government’s contributions 
ander the Hospital Insurance and Diagnostic Services Act, $41 million (79%) in un- 
smployment assistance and $15 million (3%) in family allowance payments. 
| 88. National Revenue. Of the $2 million or 3% increase in expenditure recorded for 
his Department in 1961-62, $0.7 million (1.9%) was in the Customs and Excise Division 
d $1.3 million (3.9%) in the Taxation Division, due to general increases in admin- 
\strative costs in both divisions. 
} 
| 39. Northern Affairs and National Resources. Expenditure by this Department was 
ap by $8 million or 11% in comparison with 1960-61, with $5 million (22%) of the 
nerease being in expenditure of the National Parks Branch and $3 million (10%) in 
that of the Northern Administration Branch. 


40. Post Office. This expenditure increased by $7 million or 4% in the year, due 
mainly to general increases in the cost of operations. 


| 41. Public Works. The decrease of $12 million or 6% in expenditure by this Depart- 
ment compared with the preceding year was more than accounted for by a decrease of 
$16 million (28%) in outlays connected with the construction of the Trans-Canada 
Highway. 


_ 42. Royal Canadian Mounted Police. The expenditure incurred increased by $4 
million or 8% during 1961-62, accounted for by increases totalling $4 million (107%) in 
the operation and maintenance of the Land, Air and Training Divisions. 


43. Trade and Commerce. Expenditure by this Department increased by $18 million 
or 81% during the year under review, due primarily to the increase of $14 million in 
outlays by the Dominion Bureau of Statistics, which included $12 million in respect of the 
1961 Decennial Census of Canada. 

44. Transport. The expenditure of $410 million by this Department in 1961-62 
represented an increase of $74 million or 22% over the preceding year. To the extent of 
50 million, this increase was accounted for by interim payments to railway companies, 
elated to recommendations of the Royal Commission on Railway Problems (Transporta- 


ion) pending completion of its report, by way of compensation for the maintenance of 
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their rates on freight traffic at reduced levels. There were no comparable outlays in the. 
preceding year. Other significant increases in the expenditure of the Department were $7 
million (25%) in outlays for radio aids to air and marine navigation, $5 million (9%) in | 
capital expenditures at national airports, $4 million in payments to the National Harbours ; 
Board towards meeting reconstruction and capital expenditures ($4.9 million for 1961-62 © 
compared with $0.6 million for 1960-61), and $4 million in the payment required to meet 
the deficit of Trans-Canada Air Lines ($6.5 million for 1961 compared with $2.6 million 
for 1960). The principal decrease in expenditure was in the Government’s contribution — 
to the Railway Grade Crossing Fund, which was reduced from $15 million in 1960-61 to - 
$10 million in 1961-62. There was no significant variation from the preceding year in the | 
payment required to meet the deficit of the Canadian National Railways, the deficit of | 
$67 million for the Company’s financial year 1961 being approximately the same as that 
for the preceding year. 


45. Veterans Affars. Increases of $27 million (18%) in pensions for disability and 
death and $17 million (29%) in war veterans’ allowances more than accounted for the 
increase of $41 million or 14% in expenditure by this Department during the year under | 
review. The increases were the result of the higher rates of pension and allowances which — 
were in effect during 1961-62. 


Revenue 


46. The Summary of Revenue, by Main Classifications and Departments, for the 
year ended March 31, 1962, prepared by the Department of Finance for inclusion in the 
Public Accounts and certified by the Auditor General, is reproduced as Appendix 4 to 
this report. The summary shows tax revenues accounting for $5,111 million of the total — 
revenue of $5,730 million. 


47. The following table summarizes the revenue, by principal sources, for the past 
three years: 
1959-60 


1960-61 1961-62 


Tax revenues: 


Personal income tax: Loli). SA4 $ 1,566,644,000 $ 1,711,160,000 $ 1,792,656.000 


Corporation income tax ................ 1,142,880,000 1,276,629,000 1,202 ,054,000 
Income tax on dividends, interest, etc., 

Sotige Abroad. j75a see ga ae 73,353,000 88,174,000 112,306,000 
PONG TE a punta casshss Mins ds dine ate nocd ce Bal 732,658,000 720,617,000 759,678,000 
LJIMeY OXOINS THEEN 40-540. ee 286,568,000 290,658,000 262,526,000 
Customs duties? 2081.01) 4a) oo) ere 525,722,000 498,698,000 534,516,000 
FExCise UIIER: coc: eee et ee 335,207,000 344,945,000 362,799,000 
patave Tax 7 ae eee eee 88,431,000 84,879,000 84,579,000 
Other tax revenues ..................... 877,000 17,000 51,000 

4,752,340,000 6,015,777,000 5,111,165,000 

Non-tax revenues: 
Return on investments ................. 239,654,000 283,769,000 307,502,000 
Net’ postal revenite «ih aciwasaculd Adkanes 167,562,000 173,594,000 183,679,000 
Other non-tax revenues ................ 130,195,000 144,540,000 127,278,000 
§37 411,000 601,903,000 618,459,000 


$ 5,289,751,000 


$ 5,617,680,000 


$ 5,729,624,000 
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48. The amounts shown for income taxes and sales tax do not include collections of 
taxes levied under the Old Age Security Act, R.S., c. 200. These collections, which 
amounted to $643,954,000 in the year, were credited to the Old Age Security Fund. A 
summary of the transactions relating to this Fund during the year, in comparison with 
the corresponding amounts for the two previous years, is given in paragraph 131. 


49. Excise taxes. The following is a summary of the excise taxes, other than sales 
tax, collected during the year ended March 31, 1962, with comparable amounts for the 
‘two previous years: 


| 

Excise Tax 1959-60 1960-61 1961-62 

| (PEAS TIC nae ll Sg Aad $ 163,608,000  $ 172,197,000 $ 185,176,000 
| etic 5 a alee ee 64,281,000 59,627,000 25,270,000 
| ee ee 19,292,000 18,697,000 19,599,000 
Television sets and tubes .............0--.eseee: 9,387,000 8,466,000 9,570,000 
| Toilet articles and preparations ................ 7,651,000 8,406,000 9,397,000 
Phonographs, radios and tubes ................. 8,372,000 7,460,000 8,853,000 
| Jewellery, clocks, watches, chinaware, etc. ....... 5,609,000 5,943,000 5,577,000 
| 3 te ee tee eee 3,027,000 3,224,000 3,350,000 
| OO) De i a er ee 2,603,000 2,755,000 2,775,000 
| Gundry excite taxes £.1...... 6. sccssececscueseee 3,099,000 4,212,000 3,943,000 


PrAlONOR HAN, TPR WOACES: O65 06s Te oe PES eve ee ded —361,000 —329,000 —10,984,000 


$ 286,568,000 $ 290,658,000 $ 262,526,000 


The reduction of $34 million or $58% in collections of excise tax on automobile sales 
‘resulted from the repeal of such tax effective June 21, 1961. The repeal of this tax, 
which was accompanied by remission of the tax on automobiles in the hands of dealers, 
was also responsible for the increase in refunds and drawbacks in 1961-62 compared with 


the preceding year. 


| 


| 50. Excise duties. A listing of the excise duties collected during the year ended March 
31, 1962, in comparison with the corresponding amounts for the two previous years, is 
given in the following table: 


Excise Duty 1959-60 1960-61 1961-62 
CR aoa ec iteky ac dy Pon kas sks wu ven ses esas $ 136,931,000 $ 140,365,000 $ 151,034,000 
POUIGNE htc e ae ee FFL + ots we UNS ee tee eee 102,354,000 108,502,000 114,088,000 
ee nae ee Oe ee ee ee ee ae 90,704,000 90,971,000 92,716,000 
(pita ‘etied  ciitting OY Ge Lee. Bet ok os 9,279,000 9,328,000 9,521,000 
Refunds and drawbacks: ....:.......ss.-esceees —4,061,000 — 4,221,000 —4,560,000 


$ 335,207,000 $ 344,945,000 $ 362,799,000 


51. Return on investments. The $307,502,000 return on investments for 1961-62 
represented an increase of $24 million or 8% over the preceding fiscal year. The following 
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is a listing of the revenue from the various investments in 1961-62 with comparable 


figures for the two previous fiscal years: 


Investment 1959-60 1960-61 1961-62 

Bhasale oil Cath i pts gee ec nt he ee eae nea $ 74,012,000 $ 90,175,000 $ 107,693,000 
Central Mortgage and Housing Corporation ... 43,804,000 59,576,000 71,754,000 
Exchange Find Account 0.5.77. 7...<ouestoeene 25,513,000 32,536,000 32,606,000 : 
Loans to National Governments ................ 31,104,000 30,280,000 29,485,000 
Securities Investment Account: 2. «rnc syeye some ave 3,046,000 5,063,000 15,068,000 
Deposits with chartered banks ................. 10,493,000 6,645,000 6,394,000 
Farm’ Credit: Corporation oie. <5 12225 cee eee 2,815,000 4,127,000 5,962,000 
Veterans’ Land Act) loatigis o. seis themes ci le 4,952,000 5,212,000 5,895,000 
Eldorado Mining and Refining Limited ........ 4,230,000 4,935,000 5,000,000 
Northern Ontario Pipe Line Crown Corporation 4,074,000 4,299,000 4,310,000 
National Hatbours board: os <4 ewe ee 3,321,000 3,884,000 3,943,000 
Polymer Corporation Limited. 43.0. . ec, sens en ee 3,000,000 3,000,000 3,000,000 
Canadian National Railways ...........-..-m.-» 11,073,000 4,982,000 1,452,000 
The St. Lawrence Seaway Authority ............ 5,000,000 13,149,000 — 
Other loans and iyesiments .: Syval ais? 6.2. eae 12,717,000 15,906,000 14,940,000 


$ 239,654,000  $ 283,769,000  $ 307,502,000 


52. The amounts shown for revenue from the investment in the Bank of Canada | 
represent the annual profits earned by the Bank and surrendered to the Receiver 
General as required by section 28 of the Bank of Canada Act, R.S., ¢.13. 

The Central Mortgage and Housing Corporation amount for 1961-62 comprised 
$66,022,000 ($54,344,000 in 1960-61) of interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., ¢.46, and $5,732,000 ($5,232,000 
in 1960-61) representing the profit for the Corporation’s financial year ended December 
3lst, which was transferred to the Receiver General as required by section 30 of the Act. 

The $15,068,000 shown as revenue from the Securities Investment Account for 1961-62 
was after absorbing the $5,786,000 net loss that resulted from the taking over, from the 
Unemployment Insurance Fund, of Government of Canada and Canadian National 
Railways securities at their book values (see paragraph 200). The Canadian National 
Railways securities were sold at a loss to the Account of $6,878,000 while the Government 
of Canada securities were cancelled and cleared from the Account at par, producing a 
bookkeeping gain of $1,092,000. The substantial increase of $10,005,000 in revenue from 
the Securities Investment Account during the year was mainly due to income of $9,340,000 
from investments acquired for the subsidiary Purchase Fund which was established to 
assist in the management of the public debt, pursuant to an announcement by the 
Minister of Finance in his Budget Speech of June 20, 1961. 

The absence of a return from the investment in The St. Lawrence Seaway Authority 
in 1961-62 was due to the necessity of deferring payment of the interest which had accrued 
during the year on loans made to the Authority. Of the $13,149,000 shown as revenue 
from the investment in the Authority in the preceding year, $9,500,000 was received out of 
further borrowings by the Authority from the Minister of Finance expressly for the | 
purpose of paying the interest, as was mentioned in last year’s report (paragraph 63). 
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53. Net postal revenue. The following table shows the gross postal revenue less 
isbursements therefrom, and the resulting net postal revenue for the past three fiscal 
ears: 


| 

= 

| 1959-60 1960-61 1961-62 

Cwrceed, HOMIE POVORUG ss ke ls ss lee este ccs $ 193,593,000  $ 201,952,000  $ 213,518,000 

. Disbursements— 

| Remuneration of postmasters and staffs at certain 

| classes of smaller post offices ............... 22,053,000 24,050,000 25,171,000 

| Other Gisburaementa'' 4 1). SOP ee. 3,978,000 4,308,000 4,668,000 

| 26 031,000 28 358,000 29,839,000 

eee sites aaiguicttiiitis- teat es 
Os SR CE a) nn es $ 167,562,000 $ 173,594,000 $ 183,679,000 


The amounts shown for “other disbursements” mainly comprise compensation paid 
to messengers for special delivery of letters and parcels, charges on parcels mailed in 
Canada for delivery in foreign countries and transit charges on Canadian mail forwarded 
through foreign countries. 

| In paragraph 185 of this report a summary is given of the Post Office transactions 
for the year under review, in comparison with the corresponding figures for the previous 
fiscal year, together with comments on the recorded excess of expenditure over revenue. 


| 
| 54. Other non-tax revenues. An analysis of the amounts shown in the table in 
oaragraph 47 for “other non-tax revenues” for the year 1961-62, with comparable figures 
for the two previous fiscal years, is given in the following table: 


1959-60 1960-61 1961-62 

Privileges, licenses and permits ................ $ 24,970,000 $ 27,206,000 $ 23,271,000 
Proceeds from miscellaneous sales .............. 21,892,000 23,981,000 25,902,000 
| Peer WICeS OUl BETVICE TCEB ci noc ie ceca cess capes 31,299,000 35,672,000 42,453,000 
Refunds of previous years’ expenditure ......... 40,630,000 40,544,000 18,163,000 


eM Oe Te hes ea sa brea eee eee s sees 11,404,000 17,137,000 17,489,000 


$ 130,195,000 $ 144,540,000 $ 127,278,000 


) 
| 
| | Comments on Expenditure and Revenue Transactions 
| 
55. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
slasses of transactions observed during his examinations and to any other matter that he 
considers should be brought to the notice of the House of Commons”. 

Pursuant to this direction, I consider that the following matters relating to the 
xpenditure and revenue transactions examined during the fiscal year under review 
thould be brought to the attention of the House in this report. 
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56. Questionable charge to Vote 611. T his appropriation reads: 


“Payments to western grain producers to be distributed on the following basis, 
namely, $1.00 per cultivated acre up to a maximum of 200 acres per farm in accordance 
with regulations of the Governor in Council—$42,000,000.” 


Although this wording provides only for payments to grain producers on the basis of | 


| 


cultivated acreage, related administrative costs incurred by the Canadian | 
Wheat Board on behalf of the Department of Agriculture to a total of $94,157 were — 
charged to the appropriation. Reference to the inclusion of the Board’s administrative | 
expenses as a charge to the similar 1960-61 appropriation was made in last year’s 


report (paragraph 55). 


57. Loss on transactions of the Agricultural Products Board. In last year’s report 
(paragraph 110) we pointed out that, included among current assets in the Statement of 
Assets and Liabilities as at March 31, 1961 was a balance of $4,861,000 representing the 
net loss sustained in the purchase of agricultural products by this Board during the year 


then ended. We expressed the view at that time that a parliamentary appropriation — 


should have been sought to authorize the recording of this loss as a charge to Expenditure 
during the year. 

Attention is now drawn to Vote 684, Appropriation Act No. 4, 1962 which provided 
for the estimated amount required to recoup the Agricultural Products Board Account to 
cover the cumulative net operating loss recorded in the Account to March 31, 1962. As 
no loss was anticipated during the year the Vote was for $4,861,000, and the charge to 
it was therefore with respect to the loss for 1960-61. 


58. Prairie Farm Emergency Fund deficit. The deficit in the Prairie Farm Emergency 
Fund during the past year totalled $47,733,000, an increase of $38,533,000 over the deficit 
of $9,200,000 incurred in the preceding year and the largest since the inception of the 
Fund in 1939. 

The Fund operates as a special account within the Consolidated Revenue Fund to 
record transactions under the Prairie Farm Assistance Act, R.S., ¢.213. Under the Act, a 
levy of 1% is imposed on the purchase price of grain purchased by licensees under the 
Canada Grain Act and the moneys collected, which during the past year totalled 
$6,644,000, are paid directly to the Receiver General and credited to the account. Awards 
made in accordance with the provisions of the Act are charged to the account and during 
the past year these totalled $54,377,000. 


Section 11 of the Act, in providing for this special account, states in subsection (8) 
that: 


“If at any time the Fund is insufficient to pay awards made under this Act the Minister — 


of Finance may, out of unappropriated moneys in the Consolidated Revenue Fund, with 
the approval of the Governor in Council, make an advance to the Fund of the amount 
required to meet the deficit.” . 
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| Because of widespread crop failure on the Prairies, it became clear that the 
Fund would be insufficient to pay the awards payable under the Act during 1961-62. 
Accordingly, on the submission of the Minister of Finance, the Governor in Council 
by P.C. 1961-1607 of November 9, 1961 granted authority to the Minister to make 
advances to the Fund out of unappropriated moneys in the Consolidated Revenue Fund 
sufficient to pay awards made pursuant to the Act. The amount of such advances was 
$47,733,000, which was treated as a deficit and charged directly to Expenditure. 

_ The Department of Finance has always followed this practice without seeking 
parliamentary approval for such action. On the other hand, the Audit Office has con- 
tinuously taken the view that Parliament should be given an opportunity to review the 
results of the Fund’s operations and to authorize the writing off of any advances made 
under the Act to cover operating deficits. 

This view was supported by the Public Accounts Committee in its Fifth Report, 1961 
(paragraph 27) when, after referring to the fact that the Agricultural Stabilization Act 
provides for the inclusion of an item in the Estimates to cover the net operating loss 


of the Agricultural Stabilization Board in any year, it recommended: 
; 


“that consideration be given to amending the Prairie Farm Assistance Act to provide 
similarly for the inclusion of an item in the Estimates to cover any deficit that might 
| be anticipated in the operation of the Prairie Farm Emergency Fund.” 


| The Audit Office was recently furnished with a copy of an opinion, dated April 5, 
1962, rendered by the Department of Justice at the request of the Department of 
Finance, to the effect that the Minister of Finance has authority to pay out of the 
Consolidated Revenue Fund all payments required under the Act and that no further 
authority from Parliament is necessary. The Department of Finance regards this opinion 
as supporting the practice that has been followed of charging the annual deficits in the 
Prairie Farm Emergency Fund directly to Expenditure without an item being included 
or any reference being made thereto in the Estimates. 

i The Audit Office has never questioned the legal authority of the Minister of Finance 
0 pay out of the Consolidated Revenue Fund all awards that are required to be made 
ander the Act. It is our view, however, that where the operations of a fund of this type, 
whether it operates independently or as a special account on the government’s books as 
dart of the Consolidated Revenue Fund, result in a deficit, this should be placed before 
Parliament through the medium of the Estimates, with the amount of the deficit being 
charged to Expenditure only after Parliament’s approval. 

| With the exception of the four fiscal years ended March 31, 1952, 1953, 1954 and 
L957, awards have exceeded levies collected in each year. In the aggregate, awards of 
3314,073,000 have been paid out by the Fund from its inception in 1939 to March 31, 
1962, while $129,970,000 was obtained by the levy, leaving $184,103,000 to be paid out of 
Imappropriated moneys in the Consolidated Revenue Fund. 
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Thus, while payments under the Act have been made with due legal authority, the 
failure to include items in the Estimates laid annually before Parliament for approval | 
means that there has been no provision for regular parliamentary review of the operations | 


of the Fund, or approval of substantial expenditure charges—$47,733,000 in 1961-62. 


59. Unusual charge to Vote 67. This Vote provided the sum of $9,574,385 for) 
“departmental administration” of the Department of Defence Production. Included 
among the charges to the Vote, however, with the concurrence of the Treasury Board, was > 
an amount of $52,882 for the cost of demolishing a wharf at Dartmouth, N.S., which had 
been built by the Department of Munitions and Supply during World War II. The 
wharf was declared surplus to the Crown Assets Disposal Corporation in 1947 but the. 
Corporation was unable to dispose of it and responsibility for it was returned to the. 
Department of Defence Production. In 1958 the National Harbours Board recommended 
its demolition because its condition was regarded as a hazard to navigation. This was ) 
accomplished by contract during the year under review. 

The propriety of charging an outlay of this nature as an administrative expense, 
without a special reference being included in the text of the vote, is open to question. 


60. Construction of naval vessel on cost plus basis. In November 1960 the Govern- 
ment approved a recommendation of the Canadian Maritime Commission that a contract 
for the construction of a vessel, known as a tank cleaning barge, to fill a Navy requirement 
be allocated, without competition, to a certain shipyard—the intention being to introduce | 
a winter work project there. The ensuing contract, entered into with Treasury Board 
authority, was for an estimated amount of $500,000, sales tax extra, on a “price to be 
negotiated” basis pending the establishment of a firm price, at which time the further 
approval of the Treasury Board was to be sought. 

The work was carried on during the winter of 1960-61 and the completed barge was 
turned over to the Navy in November 1961. Throughout this period vigorous efforts on 
the part of the Department of Defence Production failed to result in the negotiation of 
a firm price. In May 1962 the cost was determined to be $658,000, including a fee of 
$30,000, or $158,000 in excess of the original estimate of $500,000. The work having 
been prolonged, the excess cost was largely caused by the fact that the job had a labour 
content of over 80,000 man hours compared to about 40,000 estimated for a similar barge 
which was being constructed for the Department under competitive conditions at another 
shipyard for a firm price of $357,000, sales tax extra. 

The Treasury Board expressed concern that the cost of construction of a vessel at 
one shipyard should be nearly twice the cost of a vessel of similar specifications constructed 
at another shipyard and they requested the Department to take a stand and seek a — 
lower price, adding that they regarded this as a particularly distressing example of the 
needless expenditure of Crown funds when the amount for overhead is not negotiated on | 
entering into a contract and the Crown is thus forced to take a share of unabsorbed 


~~ 
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overhead. In reply, the Department reminded the Treasury Board that this situation 
would not have arisen had they been permitted to obtain competitive tenders in the 
normal manner instead of the contract being allocated in the manner described, adding 
that in their opinion conditions necessary to the establishment of effective and economical 
contractual arrangements were missing in this case through circumstances of allocation 
before contractual negotiations were made. 

Shortly before our audit was completed, Treasury Board directed that the overhead 
element in the costs should be reduced according to a formula which would result in a 
reduction of some $34,000. The total authorized cost for final settlement thus became 
$624,000, sales tax extra. 


61. Delay in recipient countries’ certification for counterpart funds. In previous 
reports references were made to amounts that had been spent out of funds appropriated by 
Parliament in respect of the Colombo Plan for the purchase of commodities supplied by 
‘Canada, in accordance with agreements with the recipient countries requiring that the 
commodities be sold or otherwise distributed and “counterpart funds” set aside by them 
for subsequent use in connection with agreed economic development projects—and re- 
quiring, further, that the status of the counterpart funds be certified by the Auditors 
General of the recipient countries. Attention was drawn to the extent to which such 
certification had not been provided. 


In its Fifth Report, 1961 (paragraph 29) the Standing Committee on Public 
Accounts recommended: 


“that efforts be made by the Director General, External Aid, to obtain from the various 
| recipient countries, on a reasonably current basis, the audit certificates called for by the 
| agreements, and requests the Auditor General to report on the results in due course.” 


Despite vigorous and continuous efforts by the Director General, External Aid, the 
‘submission of audit certificates by recipient countries has remained considerably in 
arrears. At March 31, 1962 a total of $180,296,000 had been expended on commodities 
calling for the establishment of counterpart funds and audit certificates had been received 
to the extent of only $48,937,000, leaving a balance of $131,359,000 not certified (the 
corresponding balance at the close of the preceding year had been $118,404,000). 

The various recipient countries have recognized the receipt of commodities generating 
‘counterpart funds to a total of $127,621,000 of the $131,359,000 not yet covered by audit 
certificates. Acknowledgment of the receipt of commodities having a value of $3,738,000 
remained to be obtained at the year-end. 

Serious difficulties have been experienced in obtaining the audit certificates required, 
and officials of the External Aid Office have expressed the opinion that they may never 
be obtained from some of the recipient countries. We believe that consideration should 
be given to an alternative method of accounting for the counterpart funds, in place of the 
‘present procedure which does not appear to have proven satisfactory either to the donor 
‘or to the recipient countries. 
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62. Government contributions not made to superannuation accounts. In last year’s 
report (paragraph 59) attention was drawn to subsection (2) of section 32 of the Public. 


Service Superannuation Act, 1952-53, ¢.47, which reads: 7 


“There shall be credited to the Superannuation Account, as soon as possible following 
the authorization of any salary increase of general application to the Public Service, such ! 
amount as, in the opinion of the Minister, is necessary to provide for the increase in the - 
cost to Her Majesty in ign of Canada of the benefits payable under this Act, as a result | 
of such salary increase.’ 2 


Similar provisions are contained in the Canadian Forces Superannuation Act, 1959, ¢.21, 
and the Royal Canadian Mounted Police Superannuation Act, 1959, ¢.34. a 

It was stated last year that no special credits were given to the Public Service 
Superannuation Account, the Canadian Forces Superannuation Account or the Royal | 
Canadian Mounted Police Superannuation Account (with offsetting charges to Ex- 
penditure) to provide for the increases in benefits payable as a result of the salary and 
pay increases granted to the members of the Public Service, the Armed Forces and the 
Royal Canadian Mounted Police during the year ended March 31, 1961—although the | 
additional liabilities resulting from these increases were estimated at $80,700,000, | 
$79,050,000 and $1,760,000, respectively. 

It was also mentioned in last year’s report as being understood that, so far as che 
Public Service Superannuation Account was concerned, the Department of Finance took | 
the view that, since the salary increases during 1960-61 had been granted to different | 
groups of Civil Service classes at intervals over a period of several months, they did not 
represent a “salary increase of general application” for the purposes of the above-quoted 
statutory requirement. 

No contribution was made to the Public Service Superannuation Account during the 
year under review in respect of the salary increases, ranging up to $1,000 per annum, 
granted to approximately 7,000 employees in certain classes in the Civil Service, approved 
by the Treasury Board on February 15, 1962 retroactively to July 1, 1961. We were 
informed by the Department that no estimate was available of the additional liability 
that was thereby imposed upon the Account, and that no request had been made to the 
Department of Insurance for the making of such an estimate. 

If this practice is continued, and the special credits referred to in subsection (2) 
of section 32 of the Act are not given to the Public Service Superannuation Account 
(with offsetting charges to Expenditure) when increases are granted during a fiscal year 
to one or more substantial groups of Civil Service classes, the subsection in question will 
be rendered inoperative. To the extent that the practice is continued, the present con- 
siderable actuarial deficiency in the Account will continue to mount. 


63. Errors in Public Service Superannuation Account pension and contribution 
calculations. Reference is made to the comments on this subject contained in paragraph 
61 of last year’s report. Since then, further meetings have been held with officers of the 


Department of Finance to consider what steps should be taken to secure a greater 
measure of internal control. 
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Our test examinations of the records of the Superannuation Branch for the year ended 
arch 31, 1962 continued to disclose a high incidence of error, involving both over- 
payments and underpayments of pension on a continuing basis, and also incorrect charges 
for contributory service. As was pointed out in last year’s report, many such errors could 
avoided were there a complete review or internal audit of the contributors’ files prior 
to authorization of the payment of benefits. 
| The administrative directive issued several years ago and quoted in last year’s report, 
provided that once the Superannuation Branch had determined the extent and cost of 
elective service in the case of an election made prior to January 1, 1954, the case for 
administrative purposes was to be considered closed unless any contributor or his 
employing agency reopened the case, in which event the relevant laws were to be 
applied. It was intended that there would be a complete verification of elective service 
eases by the Superannuation Branch where the election had been made subsequent to 
January 1, 1954, and that, in the meantime, all such cases would be checked as usual at 
retirement. However, in February 1958 this program was abandoned. 

Although the practice of making a final check of elective service, prior to authoriza- 
tion of the payment of benefits, was resumed in April 1962, the operations of the Super- 
annuation Branch continue to give cause for concern. We were informed by the 
Secretary of the Treasury Board in May 1962 that consideration was being given to the 
re-establishment of the Comptroller of the Treasury’s pre-audit which had been dis- 
hn in 1958, but we have not yet been informed of any decision in the matter. 


| 64. Questionable revision of basis for calculation of annuity. An employee of a govern- 
ment agency became a contributor to the Superannuation Account in 1944 and elected 
to contribute for prior part-time service as a consultant to the agency. In this former 
capacity, during a period of seventeen and one-half years he had received $40,800 from 
the agency while drawing $70,000 in salary from his principal employment. A credit of 
half-time for the prior service with the agency was requested for superannuation purposes 
but, after due consideration, the Superannuation Branch decided, in 1945, that it was 
prepared to accept the election on the basis of only four months to the year, this being 
more closely proportional to the earnings. 

In 1961, on the eve of the contributor’s retirement, and as a result of further 

representations, service of six months to the year was allowed for the prior part-time 
Service, with the result that there was an increase of $877 per annum—from $6,865 to 
$7,742—in the annuity that was authorized for payment. 
65. Payment under pension plan for employees engaged locally outside Canada. 
Pension plans for employees engaged locally (a) in the United States and (b) in the 
United Kingdom and the Republic of Ireland, were established with the approval of the 
Governor in Council in 1957, and reference was made to these plans in our 1958 report 
(paragraphs 56 to 59). In its Second Report, 1959, the Standing Committee on Public 
Accounts commented on these plans and stated: 


| “Tt was drawn to the notice of this Committee that the Public Service Superannuation 


Act excludes from its benefits ‘an employee engaged locally outside Canada’ and that the 
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sole authority for entering into the arrangements was a vote having this text: ‘Covchinnea 
contributions to pension plans for employees engaged locally outside Canada’. Therefore, ' 
the matter before the Committee was whether the text of this vote was sufficiently explicit to, | 
vary a statement of policy enunciated in the Public Service Superannuation Act. 


“Tt is a commonplace to say that, save when the prerogative is applicable, public ad- 
ministration derives its authority from some provision in a statute and that, while the text 
of a vote may be such as to result in an enactment, such an intent should be clearly stated. | 
The reason is that the object of supply and appropriation being simply to furnish the Crown: 


with authority and opportunity to draw on Consolidated Revenue Fund, the Committee of 


Supply should never be presumed to be simultaneously determining the law applicable, save e 


and except when the text of the item necessitates. 


“In the present cases, contracts have been negotiated and a substantial number of 
persons have been contributing for over a year. In the circumstances, your Committee accepts | 


the status quo but records that it is of the opinion that legislation is desirable before any 
like arrangement is entered into with respect to locally engaged persons in any other country.” 


In June 1961, notwithstanding the opinion thus expressed by the Committee, the | 
Treasury Board authorized a non-contributory pension plan for employees engaged locally | 
in countries other than the United States, the United Kingdom and the Republic of | 


Ireland and to whom the previously established pension plans did not apply. In so doing, 
the Board apparently relied on the general authority granted to it under section 7 of 
the Financial Administration Act to make regulations prescribing conditions of em- 
ployment of persons in the public service, and “for any other purpose necessary for the 
efficient administration of the public service”. 

In the Audit Office view, it is doubtful if appropriate authority for the action taken is, 
in fact, provided by this section because future Parliaments are thus morally committed 
to provide funds for a pension scheme in respect of which no Parliament has been asked 
to legislate. 

A single benefit under the new non-contributory plan—a lump sum payment of 
$735—was charged during the year under review to the annual vote for “Government’s 
contributions to Pension Plans (and Death Benefit Plans) for employees engaged locally 
outside Canada who are excluded from the Public Service Superannuation Act” (Vote 
124), 


66. Interest charges on loans to the National Capital Commission. In last year’s 
report (paragraph 62) it was stated that it seemed unrealistic to put the National Capital 
Commission in the position where it was required to pay interest on loans obtained from 
the Government of Canada for the purpose of acquiring property in the National Capital 
Region, when funds to meet the interest payments themselves must be provided through 
parliamentary appropriations. 


Up to March 31, 1962 loans totalling $35,100,000 had been made to the Commission © 


and its predecessor, the Federal District Commission (being an increase of $9,800,000 
during the year under review) for the purpose of acquiring property in the National 
Capital Region. Of this amount, $3,622 000 had been repaid. leaving a balance of 


| 
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$31,478,000 The loans are secured by promissory notes bearing interest payable semi- 
annually at rates of from 4% to 534% per annum, and repayment is to be made when 
the property is “used for the purposes of the Commission or disposed of”, Repayments 
of $3,553,000 in 1961-62 included $3,200,000 received from the Department of Public 
Works on account of the cost of 4,400 acres of land allocated for the use of the Animal 
Research Institute of the Department of Agriculture. 

Interest payments by the Commission in 1961-62 amounted to $1,505,000 and were 
credited to Revenue by the Department of Finance as “Return on Investments”. Of this 
amount, $201,000 came from net income from rentals and interest on bank deposits and 
$1,304,000 was provided by a parliamentary appropriation (Vote 376) for payment of 
interest to the Receiver General. 

The following is a summary of property acquisitions as at March 31, 1962, financed 
by means of loans provided to the Commission: 


DP MOlS Garret Bite dp) BIOKAT GU) Sid). LAT AA). CML. oid Dale Gish LLC Eal bes Lice ttl aa $23,375,000 
| ee emer Og ee ae, hy Mee re eee te tel AENEID 3,009,000 
TEAST NER ME WED: AS eda e, Sool e sting. « decds eels bas ddve ee ies 870,000 
| Serre er weenremes er rier rele 2 ee oa pars algisis «ld Sica cia wadldh OFKe added -ROcpRedeS 804,000 
| EE TLS TR, ie Se een, A a en ne. ee oe 2,520,000 
| $30,578,000 
| 


The properties in the Greenbelt are mostly farm properties which are unlikely to 
yield anything approaching sufficient rental to pay interest on the sums paid to acquire 
them and, by Executive direction, they may not be sold. As the lands acquired for the 
Queensway, the parkways and other projects are put into use in the next few years, 
appropriations will be required to provide funds through the National Capital Fund in 
order to pay off the amounts of the loans made with respect to such lands. 

We remain of the opinion that, since outlays on such properties are expenditures of 
the Crown rather than income-producing investments, Parliament should be asked to 
appropriate funds in the years in which properties are to be acquired, instead of leaving 
the expenditure involved in the repayment of loans to be absorbed in future years. 


| 67. Deletion of debts due to the Crown. In last year’s report (paragraph 64) reference 
was made to balances totalling $190,986 that had been carried as assets in the Statement 
of Assets and Liabilities, and that (along with balances in memorandum departmental 
| counts) were deleted from the accounts under the authority of a dollar vote, although 
special reference to these asset balances had not been made in the wording of the vote. 

A dollar vote (Vote 710) under the Department of Finance, included in 1961-62 
Further Supplementary Estimates (4), provided similar authority for deletion from the 
1961- -62 accounts of certain debts and claims amounting in the aggregate to $3,710,688. As 
in the preceding year, there is nothing in the wording of the vote to indicate that, along 
with balances totalling $3,704,318 in memorandum departmental accounts, there were 
also two balances totalling $6,370, representing advances made under the Veterans’ Land 


| 
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Act that had been carried as assets in the Statement of Assets and Liabilities. The deletion | 
of these two asset balances resulted in a charge for the $6,370 total, to Expenditure, as) 


shown in the Public Accounts (Volume II, page 11.12). 


It is the Audit Office view that when a balance that has been carried as an asset 


is to be written off as a charge to Expenditure, the Estimates which are laid ie 
Parliament should include an equivalent amount. 


68. Indirect compensation to chartered banks. Subsection (1) of section 93 of the 


Bank Act, 1958-54, ¢.48, reads as follows: 


“No bank shall make a charge for cashing a cheque or other instrument drawn on the ) 
Receiver General or on his account in the Bank of Canada or in any other bank, or for | 
cashing any other instrument issued as authority for the payment of money out of the | 
Consolidated Revenue Fund, or in respect of any cheque or other instrument drawn in) 
favor of the Receiver General, the Government of Canada or any department thereof or 
any public officer in his capacity as such, and tendered for deposit to the credit of the Receiver » 


General.” 


Although cheques issued by the government are not drawn against accounts in any » 


chartered bank, the Department of Finance has always followed the practice of maintain- 
ing the bulk of its cash on deposit with the chartered banks, keeping only the amount 
required for daily operations in the Bank of Canada. Balances on deposit in the chartered 
banks and the Bank of Canada at March 31, 1962 amounted to $746 million compared 
to $323 million at March 31, 1961, while year-end balances on deposit during the previous 


eight years averaged $352 million. The deposits are distributed among the individual | 


chartered banks according to a formula provided to the Department of Finance by the 
Canadian Bankers’ Association, which is understood to be based on the costs to each 
bank of handling government business including the handling of government cheques. 

Prior to 1957 no interest was paid by the chartered banks to the Receiver General on 
these deposits. Since January 1, 1957 the Department of Finance has had an arrangement 
with the Canadian Bankers’ Association whereby the banks pay interest on the amount 
by which minimum weekly balances are in excess of an aggregate of $100 million. The rate 
of interest is currently the weekly average accepted treasury bill tender rate for the three 
months treasury bills, less 10% of that rate. Interest revenue earned by the Department of 
Finance under this arrangement amounted to $6,394,000 during the fiscal year ended 
March 31, 1962 compared to $6,645,000 for 1960-61 and $10,493,000 for 1959-60. 

It seems clear from section 93(1) of the Bank Act, quoted above, that Parliament 
does not intend that the banks should be compensated for handling cheques and other 
instruments payable by or to the Receiver General. However, the maintenance of sub- 
stantial balances with the banks on the basis described above has the effect of compensat- 
ing them indirectly for these services. 

If the banks are to be compensated for services provided to the Crown, consideration 
should be given to the most equitable manner in which this may be done with statutory 
sanction being given by means of an appropriate amendment to the Bank Act, possibly 
at the time of the decennial revision in 1964. 
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69. Bankruptcy Act administration. The Bankruptey Act, R.S., ¢.14, makes provision 
or a levy, at a rate to be fixed by the Governor in Council, on payments out of bank- 
rupt estates to defray the expenses of supervision by the Superintendent of Bankruptcy. 

venue from bankruptcy supervision during the year totalled $151,000, of which $142,000 
esulted from levies and $9,000 from licence fees assessed under the Act. An increase from 
1% to 2% in the basic rate of levy, effective December 1, 1961, contributed to an increase 
of $15,000 in the income from levies during the year. 


| Expenditure on supervision amounted to $142,000 for the year compared with $74,000 
in 1960-61, or an increase of $68,000. This was a consequence of the disclosure of 
irregularities in the administration of estates by a number of trustees. Although the Bank- 
iptey Act provides for the remuneration of trustees out of the proceeds realized from the 
oroperty of bankrupts, there were no funds available in some estates to meet the fees and 
ulowances of substitute trustees who replaced those whose licences were cancelled or not 
enewed as a result of the irregularities. It therefore became necessary for the Department 
of Justice to meet the expense involved, pending possible recoveries from estates or from 
the bonds provided by the original trustees. The cost of investigations relating to the 
rregularities also contributed to the increase in expenditure. 
As a result of these special costs, the excess of revenue over expenditure for the year 
mded March 31, 1962 was reduced to $9,000 compared with an excess of $61,000 for the 
oreceding year, notwithstanding the increase in the rate of levy referred to above. 


/ 70. Examination of claims under the Winter Works Program. In last year’s report 
paragraph 65) attention was drawn to the fact that, unlike most federal-provincial cost- 
haring agreements, the agreements under which the federal government reimburses 
nunicipalities, through their provincial governments, for one-half of the direct payroll 
‘osts incurred on municipal winter works projects contained no specific provision for 
xamination by federal officers of provincial or municipal records supporting the claims, 
he agreements providing for audit of the claims only by Provincial Auditors. 

Officers of the Department of Labour have advised us that they will recommend 
he incorporation of a provision for examination by federal officers into future agreements 
ubmitted for consideration of the provinces and that, in the meantime, the provincial 
‘overnments have been requested to make available for examination by the Auditor 
yeneral, records pertaining to the 1962-63 program. 
i= 71. Inving allowances to federally-appointed judges. Subsection (1) of section 39 of 
be Judges Act, R.S., ¢.159, prohibits the payment to a judge of any remuneration in 
ddition to his judicial salary “for any duty or service, whether judicial or executive, 
hat he may be required to perform for or on behalf of the Government of Canada or the 
Overnment of any province”, subsection (3) of the same section simply permitting 
ayment of “such moving or transportation expenses and living allowance as the Governor 
a Council or the Lieutenant-Governor in Council, as the case may be, may fix by 
eneral or special order”. 
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Federally appointed judges have from time to time been appointed as conciliators or 
arbitrators on boards established to deal with disputes affecting employers and their 
employees. The living allowance commonly paid judges while performing these services 


on behalf of the Government of Canada is $60 per day, which is in addition to actual out- — 


of-pocket expenses for transportation, parlour and pullman car accommodation, and 


taxicabs. 


; 
| 


a 


| 


, 
' 


Attention is drawn to the matter because a daily rate of $60 appears excessive as a 
living allowance and could be regarded as including an element of remuneration, contrary — 


to subsection (1) of section 39 of the Act. 


72. Unemployment insurance administration. Under the provisions of the Un-| 
employment Insurance Act, 1955, c.90, administrative expenses of the Unemployment _ 
Insurance Commission are paid out of annual parliamentary appropriations (Vote 188, . 
1961-62). These expenses amounted to $45,935,000 for 1961-62, compared with $42,112,000 - 
for the preceding year. The increase of $3,823,000 was largely caused by upward salary | 


adjustments and the employment of more full-time staff. The establishment approved © 
for the Commission at March 31, 1962 was 9,135 compared to 8,632 at the close of the. 


previous year. 


In our 1960 report we referred at some length to the broader coverage which had | 


been effected over the years and the resulting decreasing emphasis on insurance principles 


recognized when the Fund was first established. This situation was examined by the Public | 


Accounts Committee in 1961. After viewing with alarm the sharp reduction in the balance 
at the credit of the Fund at that time, the Committee recommended in its Fifth Report, 
1961 (paragraph 80): 


“that the entire matter undergo immediate and careful study and that action be taken 
to re-establish and maintain the Fund on a basis consistent with insurance principles.” 


A special Committee of Inquiry was established by the Governor in Council on 
July 17, 1961 to undertake a thorough review and analysis of the provisions of the Un- 
employment Insurance Act and its relation to other social security programs and to 
inquire into and report on measures needed to deal with seasonal unemployment and 
the means of correcting any abuses or deficiencies that may be found to exist. The Com- 
mittee has not yet made its report. 

During the fiscal year 1960-61 the Commission increased its investigation-enforce- 
ment staff by over 50%, to a total of 122. Penalties imposed on claimants in 1960-61 for 
false or misleading statements numbered 30,044 compared to 16,851 in the preceding 
year. No further increases were made in this staff in 1961-62; however, the number of 
investigations was increased by 57.4%. Penalties imposed on claimants for false or 
misleading statements during the past year totalled 22,650. This is 24.6% less than the 
previous year despite the fact that total initial claims allowed during 1961-62 were only 
11.3% less than the previous year. 

A firm of management consultants was engaged by the Commission during the past 
year to produce time standards for work measurement, to develop a program of 


| 
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“determining staff requirements for non-measurable activities, to develop a program for 
‘measuring performance efficiency, to advise on the role and size of the Commission’s 
standards and methods division and to provide a training program for members of that 
division. Except for the provision of the training program, the assignment has been 
‘completed and reported upon by the consultants. Most of their recommendations are 
understood to be in course of implementation by the Commission. 

| A further recommendation by the Public Accounts Committee in its Fifth Report, 
1961 (paragraph 81) was: 


“that the Auditor General give consideration to the advisability of increasing the scope 
of his examination of unemployment insurance fund transactions in the field.” 


; 


In this connection, we reported last year that a moderate increase in our field audit work 
had been carried out. It has not, however, been possible to extend this increase in the 
‘scope of our work further during the year under review by reason of the staff shortage 
‘referred to in paragraphs 8 and 9 of this report. 
| It has continued to be our practice to report to the Chairman of the Commission on 
‘each of the examinations we have made, and prompt attention has been given to all 
observations we have raised, with corrective action being taken where called for. Briefly, 
‘the examinations are designed to test the adequacy of internal control over the collection 
of and accounting for contributions and other income, the payment of benefits and the 
recording and collection of overpayments. The extent to which adjudication of claims 
complies with the provisions of the Act and regulations is likewise examined. On the other 
hand, verification of statements made by claimants, employers and other members of the 
public, whether by direct interrogation or other means, is carried out by the Commission’s 
own investigation-enforcement staff and no attempt is made by the Audit Office to verify 
the accuracy or completeness of this information beyond examining the Commission’s 
records in its field offices and questioning apparent deficiencies in these records. 

The transactions of the Unemployment Insurance Fund, administered by the Com- 
‘mission, are reported upon in paragraph 200. 


73. National Defence administrative regulations and procedures. In its Fifth Report, 
1961 (paragraph 53) the Standing Committee on Public Accounts observed that on the 
basis of its experience in prior years with Armed Forces expenditures and the evidence 
given at the meetings held in the calendar year 1961, the Committee had noted with 
concern the continuing tendency on the part of some branches of the Armed Services 
toward incurring ill-considered and wasteful expenditures. The Committee then rec- 
ommended: 

“that the Minister of National Defence enquire into this situation with a view to 
| assuring that there is an appropriate improvement in administrative regulations and 


procedures.” 


The foregoing observation was made by the Committee after considering matters bearing 
on the Department of National Defence, drawn to attention in our 1960 report. 


59166-9—3 
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The Minister of National Defence was prompt in issuing a directive to the Chiefs 
of Staff stressing the importance of good administrative practices throughout the three: 
Services and requesting that they examine the observations made by the Committee | 
and make any necessary changes in regulations and procedures to give effect to the views | 
of the Committee. 

In last year’s report (paragraph 66) it was noted that travelling and removal expenses | 
of members of the Armed Forces are paid in accordance with provisions contained in 
Queen’s Regulations and Orders, rather than under the Executive regulations that are) 
applicable to the civilian departments. It was stated that, over the years, some of the 
regulations have been regarded as producing results that were unsatisfactory from the 
audit point of view, and in each such case it has been our practice to draw the Depart- 
ment’s attention to the matter in order that appropriate remedial action might be taken, 
It was further stated last year that, in general, such action had been prompt; however, 
two instances were cited where, in the opinion of the Audit Office, the regulations seemed 
to require some amendment. 

In one of these instances the regulations were amended during the year under review ° 
on a trial basis. In the other, the Department continued to study ways and means of 
overcoming the difficulty in question. This difficulty arises when servicemen are permitted | 
to use personally-owned automobiles to transport themselves and their dependents to new » 
places of duty and the regulations, instead of providing for reimbursement of the actual 
cost, allow claims to be made for amounts equivalent to the calculated cost of the 
journeys had they been made by means of public transportation facilities. During our 
test examination of 1961-62 accounts, overpayments continued to be noted and recovery 
action was taken by the Department in these cases. 

In 1960, following comments in the 1958 report regarding the high cost of local 
moves of furniture and effects of servicemen, the governing departmental regulation was 
amended to provide a fixed allowance of $75 for moves in the same vicinity. However, the 
amended regulation restricts the application of the $75 allowance to instances where a 
move results from a serviceman, while remaining with the same unit, being ordered to 
occupy or vacate a married quarter or to move from one married quarter to another. In 
instances where a serviceman is required to move as a result of a posting or transfer from 
one duty location to another, even though it may be in the same vicinity, his full moving 
costs are paid, including packing and unpacking, as allowed in the case of a long distance 
move. In the course of a test-check of the 1961-62 accounts, a case was noted where nine 
servicemen were transferred between military units situated some 20 miles apart and 
full moving costs were allowed, ranging from $154 to $390. It would be preferable were 
all local moves treated on the same basis regardless of the reasons for them, and were 
“local moves” defined on the basis of distance without regard to municipal boundaries. 


74, Reimbursement to servicemen for lease termination payments. Comments re- 
garding these outlays by the Department of National Defence were made in paragraph 56 
of the 1960 report, where it was noted that reimbursement was made up to a maximum of 
three months’ rent. After considering the matter at some length in the course of its 1961 
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meetings, the Standing Committee on Public Accounts included the following observations 
in its Fifth Report, 1961 (paragraphs 51 and 52): 


“The Committee is concerned at the large amount—approximately $500,000—that is 
spent annually by the Department of National Defence in reimbursing, in amounts of up to 
three months’ rent, members of the Forces who are required to terminate their leases for 
housing accommodation. 


2 rd 


| “The Committee was informed that, although the circumstances might not be identical, 
| the lease form used by officers of the R.C.M.P. provides for only a 30-day termination clause. 
Having this in mind, and believing that the situation with regard to rental accommodation 
has improved significantly in recent years, the Committee recommends, 


| that the maximum period with respect to which reimbursement be made to members 
of the Forces, in the circumstances mentioned, be reduced to the equivalent of one 
| month’s rent in future.” 


| No change has yet been made in the governing regulation, and the general practice has 
| continued to be to make reimbursement on the basis of the permissible maximum of three 
-months’ rent. 


During the year under review we drew the attention of the Department to a number 
| of cases where, had reasonable foresight been used by the administrative officers and 
| servicemen concerned, savings to the Department would have resulted, for example: 


houses shortly after they had signed leases for rented accommodation and, in a few 
cases, even before they took occupation of the leased accommodation (in one of the 
latter cases it cost the Department $351 for termination of the lease). 


| (1) A number of instances were noted where servicemen were ordered into departmental 
| 


| (2) Several cases were noted where servicemen had received some weeks’ notice of impending 

postings to other units and, simply because they had failed to notify their landlords 

promptly, the full three months’ rent liability had to be paid and reimbursement was 
made accordingly. 


(3) Two instances were observed where leases were signed the day after the units had been 
notified of postings, and yet reimbursement of three months’ rent was made in the usual 
way (amounting to $330 in one case and $210 in the other). 


____ In another case, an officer, upon transfer from Ottawa, made an arrangement with a 
' fellow officer whereby the latter, as a sub-lessee, accepted an assignment of the lease (which 
' had about a year to run) in consideration of the payment of $345, equal to three months’ 
| rent. The lessee then claimed and received reimbursement of the $345 under the lease 
| liability regulation, which had the effect of providing the sub-lessee with three months’ 
| free rent. The Department was questioned regarding the propriety of the payment and 
_ the matter is still under consideration. 


| 75. Education costs incurred by Department of National Defence. The Department, 
under Executive authority, provides educational facilities for children of personnel of the 


_ Yegular forces and entitled civilians residing in public quarters by (a) the establishment 
/ and operation of departmental schools, and (b) the utilization of nearby civilian school 
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facilities. As of December 31, 1961 the Department was operating 75 schools at 48 dif- 
ferent locations in Canada to accommodate about 28,750 children, where suitable educa- 
tional facilities were not available within a reasonable distance, while some 9,750 children 
were attending civilian schools. In Europe the Department operated 22 schools at 13 loca- 
tions with 7,850 pupils in attendance. 

The cost of this function for the fiscal year is not reflected as such in the Public 
Accounts; however, financial statements prepared by the Department on a memorandum 
basis for the calendar year ended December 31, 1961 show costs (including $1,390,000 for 
outlays for new construction and $1,876,000 for non-resident fees paid to civilian school 
boards) totalling $15,100,000, offset by provincial school grants of $2,400,000—a net cost 
of $12,700,000. 

The largest item of gross expenditure was $6,525,000 for the salaries of the 1,295 
teachers employed to staff the schools in Canada. In the course of our examination it was 
observed that the over-all pupil-teacher ratio in the departmental elementary schools was 
about 22 to 1, which is considerably below the average ratio for such schools in Canada, 
generally. Moreover, at about 75% of the schools, the ratio was less than 25 to 1 and at 13 
of these it was less than 15 to 1. On the situation being brought to the attention of the 
Department, it undertook to make enquiries into the pupil-teacher ratios at schools 
where the ratio is less than 25 to 1. 


76. Loss of aircraft due to negligence. Normally the Auditor General’s annual reports 
do not include comments on losses of defence property and equipment resulting from 
the ordinary hazards of military operations, even when substantial amounts are involved. 
However, the following case is noted for the reason that the circumstances surrounding an 
accident involving R.C.A.F. equipment indicated that there had been undue negligence, 
not only by the pilot but also by the administrative officers concerned. 

A Reserve pilot serving with a Toronto auxiliary squadron was authorized to fly a 
Service aircraft for local proficiency practice. In violation of regulations, the aircraft was 
landed at an airfield other than the one of departure. During an attempted take-off from 
this airfield a strong cross wind, which exceeded the specified limitation for the operation 
of the aircraft, rendered it uncontrollable and it crashed through a fence striking five 
automobiles parked on a road bordering the airfield. The pilot suffered only minor injuries 
but the aircraft, valued at $125,000, was a total loss (less salvage of $22,000) and damage 
claims totalling $1,962 were paid to the owners of the automobiles. 

Following an official inquiry which brought out that there had been lack of super- 
vision in monitoring the pilot’s training, action was taken to ensure a greater degree of 
supervision over local flying by the Reserve Air Force. 


77. Acceptance of inferior coal without adjustment. While heating equipment can be 
designed to burn coal having a specified sulphur content, heavier maintenance costs can 
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arise if coal with a substantially higher sulphur content is used. Although contracts for 
coal for the Department of National Defence state the maximum acceptable sulphur 
content, no financial penalties are provided for in the event that tests of coal delivered 
reveal that the maximum has been exceeded. 

To illustrate, contracts with the same supplier for the supply of coal to an Army 
camp during the period from 1959 to 1962, amounting in all to $576,000, specified a 
maximum acceptable sulphur content of 5.7%, but laboratory analyses of the coal delivered 
indicated that this specification had not been met; in fact, the analyses demonstrated that 
the sulphur content had varied between 6.0% and 15.7%. During the three year period 
abatements amounting to some $17,900 were made from the supplier’s billings to com- 
pensate for calorific deficiency and unsuitable sizing of the coal delivered. We were in- 
formed that excess sulphur contributed in some degree to the calorific deficiency referred 
to; however, no specific adjustments, financial or otherwise, were sought or made with 
the supplier to compensate for the excessive sulphur content in the 59,500 tons received, 
and the contract was allowed to run its course. 

The advisability of including a provision for financial adjustment in respect of excess 
sulphur content in the general specifications applicable to all coal contracts is now under 
consideration by the Department and the Canadian Government Specifications Board. 


78. Renovation of remote transmitter station, Halifax. In January 1961 a contract 
for $229,330 was awarded by the Department of Defence Production for renovation of 
antennae and transmission lines at an Air Force station near Halifax. The site test 
drawings indicated the bedrock to be from two to fourteen feet below the surface. However, 
during excavation the contractor discovered that the bedrock was from eighteen to 
twenty-five feet below the surface in many places. In order to achieve the specified firm 
bearing of solid rock on which to place the antennae masts and guy anchors, it was neces- 
sary to extend the foundations as much as thirteen feet below the elevation indicated 
on the drawings. In order to do this, a complete redesigning of both the layout of founda- 
tions and their method of construction was required, and the contract was amended to 
provide for the additional costs of $287,326 which resulted. 

Attention is drawn to this expenditure because the contract was amended to an 
amount more than double that originally called for. 


| 79. Benefit paid under the Canadian Forces Superannuation Act to a “divorced” wife. 
An Air Force officer with less than five years service died of natural causes while serving in 
the United States. Shortly before his death his wife had obtained a divorce in that country 
and had remarried. As this divorce was not recognized as legal in Canada the woman, as 
the “widow” of the deceased officer, was paid a cash termination allowance of $3,428 and, 
in addition, the supplementary death benefit of $5,000. From the legal point of view, 
these payments are not questioned but they appear to be unrealistic in that they were 
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made to a person who was no longer, in the accepted sense, the wife of the serviceman 
at the time of his death. 


The Canadian Forces Superannuation Act only permits Executive discretion in | 


withholding an award from a widow if it appears that for a number of years immediately » 


| 
| 
| 
i 


prior to the serviceman’s death she had been living apart from him. Consideration might 


be given to amending the Act to provide for the enlargement of the Executive discretion, 
to deal with unusual cases such as that referred to above. 


80. Aircraft and equipment received under Canada-Umited States defence agreement, — 
During the year under review an agreement was entered into between the Canadian and — 
United States governments whereby, among other things, Canada acquired 66 F-101 | 
(Voodoo) aircraft and appropriate support equipment in return for an undertaking to 


operate and maintain certain Pine Tree radar line stations until 1968 (at a total 


estimated cost of $170 million). This agreement was announced in the House of Commons | 


(Debates, 1960-61, pp. 6179-80). 


The aircraft and equipment were recorded, quantitatively, as additions to Air Force 


inventories in accordance with normal departmental practice. However, the value of the 
items was not recorded in the Government’s central acounts and consequently is not 


included in National Defence expenditures for the year. Neither is there any explanatory | 


reference thereto in the Public Accounts. 


81. Financial assistance to the Town of Oromocto. Vote 247 provided for grants to the | 


Town of Oromocto for municipal services and to promote the development of the Town, 
and grants of $1,529,400 were paid under this authority during the year under review. 

In 1955 the approval of the Governor in Council was obtained by the Department of 
National Defence to develop the proposed Town, which was in due course incorporated in 
1956 by an Act of the Province of New Brunswick. The main purpose of the development 
was to provide municipal facilities to serve personnel stationed at Camp Gagetown, 
while, at the same time, avoiding the growth of a purely military community. It is 
administered by a Board of seven Commissioners, four appointed by the Federal Govern- 
ment and three by the Province. 

In order that the Town would not start under a heavy burden of debt the Department 
turned over to it, without charge, the roads and services already installed in the Service 
housing area, together with certain parcels of Crown-owned land. This assistance was 
augmented by capital grants totalling $1,500,000 and an arrangement was made whereby 
capital assistance loans, to be secured by the Town’s debentures, could be made. As the 
Town did not have the usual type of municipal tax structure, it was also arranged that 
until it had developed to a point where it could operate normally the Federal Government 
would pay annual operating grants, representing the difference between the Town’s operat- 


ing expenses and its revenues. In this connection it was proposed that the initial 


operating grant should be $100,000 for 1955-56 with annual increments of approximately 
$25,000 during the next five years, the actual amount of each increase to be approved by 
the Treasury Board. While it was anticipated that the assistance by the Department 
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during these first few years would suffice until the Town could operate normally with 
the aid of grants under the Municipal Grants Act, this has not turned out to be the case 
and federal grants towards operating expenses of the Town have continued at a very 
high level. The following table summarizes the outlays of public funds since the Town 
was established: 


$ 1,500,000 $4,450,000 $ 6,195,000 


Capital 
Capital assistance Operating 
Year grants loans grants 
RE Sh $ 750,000 — $ 50,000 
re area es AR BRR EES  e tiss dersisewss es 750,000 — 50,000 
| ee ee ee ee ee — $ 1,500,000 350,000 
Ne ae i a a a ws Dg dr 4A ols os ~ 1,500,000 960,000 
Re oh Cen 8 st on an wn —_ 1,000,000 1,656,000 
Ne, eae va cece lo dons dieesecess — 450,000 1,600,000 
| See UA at ye age ee Ae ae and ol 1,529,000 
| 
| 


Repayments received in respect of the capital assistance loans totalled $423,000 to March 
31, 1962, together with interest amounts totalling $692,000. 


The Town’s operating costs for the calendar year 1961 amounted to $1,602,000 while 
its revenues totalled only $81,000, including tax revenues of $27,000 and provincial 
government grants and subsidies of $9,000. The Department of National Defence owns 
1,900 housing units in the Town, representing about 90% of the value of all Town 
property. 

Attention is drawn to the foregoing because, in addition to the extensive grants and 
loans made for capital purposes, the operating grants that were required to be made 
since 1956-57 have greatly exceeded original expectations and there seems little likeli- 
hood of the Town being able to operate normally in the foreseeable future (see also 
paragraph 142). 

j 


82. Unauthorized use of Crown-owned vehicles. From time to time cases have been 
observed in the audit where accidents which have been costly to the Crown have occurred 
during the unauthorized use of National Defence vehicles. For example, in the year under 
review a payment of $14,500 was made to a woman who suffered injuries when struck by 
a departmental vehicle that had been used without authority in England in 1958. The 
driver of the vehicle was reprimanded and undertook to reimburse the Crown $250, a sum 
equivalent to the maximum recovery permissible under the regulations applicable when 
vehicles are driven, with authority, on official business. 

The Department of National Defence Act provides for imprisonment of up to two 
years “or to less punishment” for the unauthorized use of departmental vehicles; how- 
ever, there is no regulation that allows any amount to be recovered from a serviceman 
where a loss to the Crown is involved in such cases. 
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The Treasury Board recently called the attention of all departments and agencies | 
to a directive that had previously been issued for the purpose of controlling the non- | 
official use of Crown-owned vehicles and urged the tightening up of procedures in view 
of the increasing number of accidents to vehicles being driven by employees while not on | 
duty. | 
Important as this is, we believe it would serve as a more effective deterrent to the» 
unauthorized use of Crown-owned vehicles were more severe penalties assessed against 
the offenders. | 


83. Indirect contribution towards provincial taxes. In last year’s report (paragraph 
73) attention was drawn to an anomaly in the operation of the Hospital Insurance and | 
Diagnostic Services Act in that the federal government, in effect, contributes towards © 
provincial taxes, there being no provision in the Hospital Insurance and Diagnostic 
Services Act or regulations for the exclusion of these taxes from hospital operating costs _ 
shareable under the hospital insurance scheme and claimed by the provinces. | 

There has been no change in the situation during the past year and our observation 
therefore still applies. No estimate is available of the amount of provincial tax payments - 
which the federal government may have shared in this manner. This anomaly also exists — 
to some extent in the operation of the Unemployment Assistance Act, 1956, ¢.26. 


84. Unemployment Assistance. In paragraph 74 of last year’s report, the Audit 
Office opinion was restated that the Unemployment Assistance Act, administered by the © 
Department of National Health and Welfare, includes ambiguities which have resulted in | 
varying interpretations, and that the text merits further consideration. Our examinations — 
during the year under review have served to confirm this opinion. It is understood, how- 
ever, that possible changes in the legislation and the use of regulations are currently under 
study by the Department. 


OVERPAYMENTS TO CERTAIN PROVINCES.— Of the several overpayments reported last 
year, the amount owed by the Province of Nova Scotia was determined to be $52,000 and 
final adjustment was made during the year. Also recovered was the remaining $45,000 
owed by British Columbia. 


In Quebec the final adjustment in respect of discrepancies referred to in last year’s 
report and which related to the period from July 1, 1958 to September 30, 1959, is still 
under consideration; meanwhile, $731,000 has been recovered. Overpayments for the 
period October 1, 1959 to March 31, 1960 are estimated at $338,000. The bulk of the over- 
payments was caused by confusion in interpreting the sections of the Act and Agreement 
dealing with homes for special care, either the homes or the inmates not being eligible 
for a variety of reasons. 

A preliminary review of the claims from the Province of Quebec for the period April 
1, 1960 to December 31, 1961 indicates that there has been a substantial overpayment, 
$127,000 of which was recovered in October 1962. In addition to actual disbursements, the 
Province included in monthly claims amounts to cover assistance provided by homes for 
special care and welfare agencies not yet included by these bodies in their claims to 


the Province. This practice appears to circumvent the provisions of section 13(a) of the 
agreement under which reimbursement claims from the Province are disqualified if made 
later than six months following the last day of the month to which they relate. Also, 
under this procedure it would not be possible to comply with section 5 of the agreement 
which requires each claim to indicate the total number of persons assisted during the 
month to which the claim relates and the total amounts paid on behalf of such 
persons. 

The arrangement noted last year whereby the Audit Services Division of the 
Office of the Comptroller of the Treasury has been assisting the Provincial Auditor of 
Quebec continues. The practice followed in other provinces whereby the Provincial 
Auditors’ examinations of claims and certifications in accordance with the agreements 
precede separate examinations made on behalf of the federal government will, we under- 
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HOMES FOR SPECIAL CARE.—With regard to the cost of maintaining needy persons in 
‘provincial or municipal homes for special care, there continues to be a wide variation 
from province to province in the elements of cost entering into the calculation of monthly 
accommodation rates. Also, it has been difficult to determine and apply the limitation on 
Me -commodation rates for homes for special care imposed by section 7(a) (iv) of the 
agreement; that is, payments claimed are not to exceed what an individual might reason- 
ably be expected to pay for accommodation of a comparable kind and quality in the same 
location. For example, in Quebec considerable confusion has arisen because, under the 
Province’s distinctive financial arrangements with homes for special care, it is extremely 
difficult to determine what a person might reasonably be expected to pay. With respect 
ia provincial or municipal homes falling into the category of homes for special care, 
this limitation is usually replaced by the inmate-day-cost basis. In one Prince Edward 
Island institution a monthly rate calculated on this basis and shared by Canada was $1 18; 
yet until January 1, 1962 when it was raised to $120, the monthly board rate for this 
| institution approved by provincial order in council was $90. The rate shareable by Canada 
_is open to question as it could be contended that the amount a person might reasonably be 
| expected to pay pursuant to section 7(a) (iv) of the agreement, and therefore shareable by 
Canada, is the approved board rate. 
Another provision of the Act and Agreement relating to homes for special care is that 
“unemployment assistance costs may not include payments to or on behalf of inmates of 
‘homes for special care who would normally be cared for in certain institutions, and among 
those listed are chronic hospitals, mental institutions and institutions for incurables. No 
satisfactory criteria have yet been developed to distinguish clearly between patients who 
would normally be cared for in such institutions on the one hand, and in homes for special 
care on the other. Indeed in the administration of this Act it appears doubtful that the 
term “institutions for incurables” has any precise meaning, and it is not defined. 


) WORK FOR RELIEF—In last year’s report reference was made to claims by some 
_ Ontario municipalities where recipients had been required to work in return for assistance 
given them. The Department concurred in our opinion that such assistance was not 
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shareable under the agreement and during 1962 recovered $32,300 from the Province in 
respect of this assistance. However, after discussions with the Province, the Depart- 
ment believes that the practice is not widespread and has decided that attempts to de- 
termine its extent in some 900 other municipalities throughout the Province would not be 
practicable in view of the expense and inconvenience the Province feels would be involved. 


SUPPLEMENTAL ALLOWANCES.—In last year’s report (paragraph 74) we commented 
that the Department had agreed that supplemental allowances normally excluded under 
section 4(2) of the Act could be regarded as additional relief payments in accordance 
with section 4(3) (b) of the Act and section 8 of the Agreement when they are based on an 
individual budgetary assessment of need in which basic expenditures as well as income 
are considered. We also expressed doubt about the way in which the assessments had 
been made in British Columbia. Our doubts were confirmed by our review of the accounts 
for the period from September 1, 1960 to July 31, 1961 and by the findings of the Audit 
Services Division of the Office of the Comptroller of the Treasury. Their interim report 
disclosed overpayments estimated at $111,400 which were recovered during the year. 

In addition, we noted two different scales of maximum basic assistance being applied, 
the more generous one being for those eligible for supplemental allowances. Although 
need may vary to some extent from person to person or from region to region, it 
would seem that a person’s needs should not be considered automatically to increase 
after eligibility for supplemental allowance has been established. Also, if these al- 
lowances are permitted to be claimed as unemployment assistance, the propriety of 
maintaining the three year residence requirement for former residents of other provinces 
is open to question, because section 4 of the Unemployment Assistance Agreement spe- 
cifically excludes length of residence as a condition for receipt of assistance by these ap- 
plicants. It would seem that uniform standards of assistance should be applied if sup- 


plemental allowances are to be considered shareable under the Unemployment Assistance 
Act. 


MOTHERS’ ALLOWANCES.—The Unemployment Assistance Act provides for the ex- 
clusion of recipients of mothers’ allowances, a provincial scheme to assist mothers whose 
families have been deprived of the wage earner. As it was envisaged that such cases 
would be shifted from the mothers’ allowance program to general welfare and claimed 
under unemployment assistance, as indeed has happened, provision was made in the 
agreement for an amount to be deducted from the provinces’ unemployment assistance 
claims to compensate the federal government for sharing in the cost of what was provided 
formerly through the provincial mothers’ allowance program. However, there is a time 
Jag built into the formula for calculating the deduction which results in the sharing of 
the equivalent of full costs of the mothers’ allowances for a year before the deduction 
becomes fully effective. While the financial consequences may be insignificant if a few 
mothers’ allowance cases are included in the general social assistance caseload, what may 
not have been contemplated was the effect that would be produced were the entire mother’s 
allowance caseload merged with the general social assistance caseload within a short 
period, as has occurred in some provinces, If the remaining provinces follow this pattern, 


f 


{ 
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unemployment assistance costs will increase very substantially in the year or so before 
the deduction becomes fully effective. 

| It has also been observed that in some instances the merger of the two caseloads is 
artificial in that the mothers’ allowance type of case is preserved within the framework of 
general social assistance and sometimes singled out for special treatment. It is doubtful 
if this was intended by the legislation. 


STRENGTHENING ADMINISTRATIVE CONTROL.—Ambiguities in the Act and resulting 
varying interpretations at the federal, provincial and municipal levels make the Depart- 
ment’s administration of the unemployment assistance program unnecessarily difficult. 
| Following consultation with officials of the Department, we have suggested that the Act 

could be more effectively administered were the Department to assemble its own internal 
audit group to take responsibility for the verification of unemployment assistance costs 
claimed by the provinces. Such a group, experienced not only in auditing techniques but 
in the special requirements of this legislation, should be able to provide the day to day 
liaison with the provincial and municipal governments that the Department requires to 
| anticipate and prevent, or resolve, difficulties in administering the program so that sub- 
stantial overpayments do not arise. This suggestion is in line with the general proposal 
advanced in paragraph 18 of this report regarding greater use of internal auditing staffs by 
_ departments. 


| 85. Hospital construction grants. Grants to each province and territory are provided 
| by an annual parliamentary appropriation and are subject to the terms and conditions 
set out in the Estimates Details and in the Health Grants Rules approved by the Governor 
in Council. The grants thus provided consist of the annual allocations, plus additional 
funds to cover the cost of completing projects begun in prior years but which had not been 
completed as planned. 

Proposals for individual hospital construction projects are submitted by the provinces 
and, following approval by the Minister of National Health and Welfare, the relative 

grants are payable in four instalments as construction progresses. 

Vote 260, as supplemented, provided $19 million for the fiscal year 1961-62, the text 
also including “... authority, notwithstanding section 30 of the Financial Administration 
Act, to make commitments for the current year not to exceed a total amount of 
$29,660,152”. However, it is inherent in this program that commitments be entered into 

not only for the current fiscal year but also for future years, to the extent that hospital 
| construction plans require. It therefore follows that if there is to be effective parliamentary 

control a limit should be imposed on commitments that may be entered into for future 
years as well as the current fiscal year. Actually, at March 31, 1962 such commitments 
outstanding amounted to approximately $40 million. 

Although an annual appropriation is intended to provide sufficient funds to dis- 
charge all commitments coming in course of payment during the year, it was noted that 

at the year-end, after the appropriation had been fully expended, unpaid claims for 
approved erants in respect of completed construction work were outstanding to a total 
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of $6,000,000. Of this amount, $4,000,000 due the Province of Quebec could not have been 
paid even if sufficient funds had been available in the appropriation because the alloca- 
tion to this Province for the 1961-62 fiscal year had already been fully expended. This 


situation was the outcome of the practice of approving projects involving instalment | 


payments in excess of the federal government’s annual allocation of the grant. 


86. Irregular employment of doctors and dentists—Indian and Northern Health | 
Services. For some years the Civil Service Commission, on behalf of the Medical Services . 
Directorate of the Department of National Health and Welfare, has been unable to recruit | 
sufficient numbers of doctors and dentists to completely staff the Indian and Northern | 


Health Services’ hospitals and smaller establishments, which provide medical care to 
Indians and Eskimos. To fill the gap, unlicensed practitioners, frequently new Canadians, 
have been used by the Department on the understanding that they would seek to become 
licensed as soon as possible. Not being licensed to practice, these persons do not qualify 
for the positions of “medical officer” and “dental officer” and the Civil Service Commission 
will not appoint them to fill vacant positions in the Department’s establishment. Ac- 
cordingly the Department pays these unlicensed practitioners for their services on a fee 
basis at regular monthly rates, the payments being charged as “professional and special 
services”. Although not having the legal status of employees, they are treated as such. 


Attention was drawn to the need for corrective action in the 1956 report (paragraph 
75). However, a review in 1960 revealed that the Department was still employing twelve 
unlicensed practitioners in the manner described above. In June 1961 the Department, the 
Civil Service Commission and the Treasury Board agreed that professionally qualified 
doctors and dentists who were not yet licensed but whom the Department desired to 
employ would be certified as technical officers by the Commission on the understanding 
that they would attain licensed status within a reasonable time and would be subject 
to replacement by fully licensed medical officers whenever these were available. This 
solution was never put into operation, and we observed that the services of six doctors 
and seven dentists, none of whom was appointed by the Civil Service Commission, were 
used and paid for on a monthly stipend basis as a charge to “professional and special 
services” during the year under review. 


87. Health grants. Vote 259 authorizes General Health Grants to the provinces “upon 
the terms and in the amounts detailed in the Estimates and under terms and conditions 
approved by the Governor in Council”, and the Estimates Details provide for “General 
Public Health Grant to assist in extending and improving health services”. Section 10 
of the Health Grants Rules, 1961, approved by the Governor in Council, dealing with this 
grant further provides that “from time to time a province may, as part of a satisfactory 
plan or program for the strengthening of health services, both provincial and local within 
such province, including the training of personnel and the conduct of surveys and studies, 
submit to the Minister a project together with a budget therefor”. 

Lack of precise definition of the terms “general public health” and “health services” 
has created a problem in the audit of payments charged to the General Public Health 


| 
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Grant. The Department of National Health and Welfare has placed a broad interpretation 
on these terms and feels that “there are few restrictions in the scope of a program intended 
to provide assistance to the provinces to deal with the health of the people of Canada”. 
In accordance with this attitude, the Department has in recent years approved a number 
of projects whose purpose is the assistance of research programs at universities through 
| the provision of scientific and technical equipment and furnishings. These research pro- 
_grams may result in advances in the general body of medical knowledge and thus assist in 
ultimately improving the health of the population generally or of individuals afflicted 
with specific illnesses, but there is some doubt that they constitute an extension or im- 


provement of provincial or local health services. The following “projects” will serve to 
point up the problem: 
Project 609-9-112—Research equipment and fittings for the Medical Science Buildings, 
University of British Columbia: During 1960-61 a total of $104,862 was authorized and 
spent on research equipment and fittings for the Medical Science Buildings at the 
| University and an additional $41,866 was expended during 1961-62 for the same purpose, 
The equipment and fittings purchased with General Public Health Grant funds are used 
in research projects financed by the University and other interested bodies but were 
not procured specifically to carry out General Health Grants projects. 


Project 605-9-213—Electron microscopes for the University of Toronto: Two electron 
microscopes were purchased and installed in the Banting and Best Institutes, one in 
1959-60 at a cost of $28,785 and the other in 1961-62 for $31,979. These microscopes 

are available to the research staffs of the Faculty of Medicine housed in the two 
| institutes and used only to a limited extent in connection with specific General Health 

Grants projects undertaken at the University. 


| Attention is drawn to the matter because Parliament may not have intended the 
General Public Health Grant to have been given such wide application. 


88. Doubtful title to property in Newfoundland. In paragraph 76 of last year’s 
‘report reference was made to three Crown-owned residences in Newfoundland which were 
taken over by the provincial government when they were vacated temporarily by Customs 
and Excise officers in January 1957 and October 1958. As previously mentioned, the 
‘Department of National Revenue was of the opinion that these residences were the 
‘property of Canada in accordance with sections 33 and 34 of the Terms of Union, but the 
| Province did not agree. The houses are still occupied by provincial officers. 


89. Release of goods under Customs Collector’s permission. Subsection (1) of section 
22 of the Customs Act, R.S., ¢c.58, reads as follows: 


| “Unless the goods are to be warehoused in the manner by this Act provided, the importer 
shall, at the time of entry pay down, or cause to be so paid, all duties upon all goods entered 
inwards; and the collector or other proper officer shall, immediately thereupon, grant his 
warrant for the unlading of such goods, and grant a permit for the conveyance of such 
goods further into Canada, if so required by the importer.” 
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In addition, section 79 of the Act reads: 


“No person shall make, nor shall any officer accept, any bond, note or other document for — 


the purpose of avoiding or deferring the actual payment of duties legally accruing on goods 


| 


imported into Canada, or arrange for deferring payment of such duties in any way, unless — 
such goods are entered for warehouse, and duly deposited therein according to the laws and | 


regulations governing the warehousing of such goods.” 


Notwithstanding these statutory directions, it has been the practice of the Depart- | 
ment for many years to release perishable goods prior to the passing of a customs entry © 
and payment of duty, providing the importer has posted a bond or security as a guarantee © 
of payment of duty. The term “perishable goods” has gradually been extended and now | 


includes a wide range of goods. 


There seems little doubt that the practice being followed facilitates the clearing of — 
goods through customs, and benefits both the Department and the importer. However, — 
sections 22 and 79 of the Act quoted above appear specifically to prohibit what is being 


done and the Act should be amended if the practice is to be continued. 


90. Sales of goods unclaimed at Customs. Section 23 of the Customs Act, R.S., ¢.58, 


requires that unclaimed goods 


“shall be sold by public auction to the highest bidder, and the proceeds thereof shall be 
applied first to the payment of duties and charges, and the surplus, if any, after discharg- 
ing the vessel’s lien, or other charges for transportation, shall be paid to the owner of the 
goods or to his lawful agent; but if the goods cannot be sold for a sum sufficient to pay 
the duties and charges, if offered for sale for home consumption, or the charges, if 
offered for sale for exportation, such goods shall not be sold, but shall be destroyed.” 


Sometimes the addition of storage charges to the duties and taxes causes the total 
payable to be in excess of the value of the goods and in such cases the Department, instead 
of destroying the goods, has been following the practice of waiving all or part of the 
storage charges, in order that at least the duties may be recovered. The practice has un- 
doubted merit from the revenue point of view but an amendment to section 23 of the Act 
seems desirable if it is to be continued. 


91. Duties and taxes on surplus United States government property sold in Canada. 
By international agreement United States government property located in Canada which 
becomes surplus to requirements is disposed of by Crown Assets Disposal Corporation 
on behalf of the United States government. Much of this property came into Canada 
without payment of duties or taxes and therefore becomes subject to the applicable duties 
and taxes when sold in Canada. Because of the great variety of goods and materials, fre- 


quently located in remote areas, it is considered administratively impracticable to apply — 


the customs tariff and the normal customs appraisal procedures to these sales. The Depart- 
ment of National Revenue accordingly annually establishes a composite rate (currently 
15.25%) which is applied to the proceeds of all sales of the United States government 
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property by Crown Assets Disposal Corporation, the rate being based on the average rate 
of duty on all imports from the United States for the last completed year for which 
statistics are available. 


The practice being followed seems to be a practical way to meet the problem but, 
as there is no statutory authority for the establishment of such a composite rate, even 
with the approval of the Governor in Council, authority should be provided by Parliament 
if the practice is to be continued. 


92. Determination of “sale price” for sales tax purposes. In paragraph 59 of the 
1960 report, reference was made to the requirement of section 30 of the Excise Tax 
_ Act that sales tax be calculated on the “sale price” of goods produced or imported into 

Canada, with certain stated exemptions, and it was noted that for some classes of goods 
sold under certain circumstances to other than wholesalers, the Department of National 

Revenue had authorized the manufacturers, by regulation, to compute the sales tax on 
less than the actual sale price. We expressed the opinion that specific authority by Parlia- 

ment is required if the tax is to be computed on less than the sale price of the goods. 

The Public Accounts Committee considered the matter during its sittings in 1961 
and included in its Fifth Report of that year (paragraph 56) the recommendation “that 
the existing method of valuation be provided with statutory sanction”. | 

No action has yet been taken to provide the statutory authority thus recommended. 
However, the Royal Commission on Taxation established on September 25, 1962 has 
terms of reference sufficiently broad to permit consideration of this matter. 


| 
93. Reporting of remissions. Section 22 of the Financial Administration Act em- 
powers the Governor in Council, on the recommendation of the Treasury Board, ‘‘when- 
ever he considers it in the public interest”, to remit any “tax, fee or penalty”, and further 


| provides, in subsection (8) that: 


| 
| 
} 


“A statement of each remission of one thousand dollars or more granted under this 
section shall be reported to the House of Commons in the Public Accounts.” 


Since this Act came into force in 1952 it has been the practice to report remissions 
with an annual total of $1,000 or more in the form of a listing of names of recipients and 
| annual amounts in the Public Accounts. This is a continuation of the practice previously 
followed by the Auditor General pursuant to the requirement contained in the Con- 
| solidated Revenue and Audit Act, 1931, that “the Auditor General shall call attention to 
every case in which ...a refund or remission of any tax, duty or toll has been made on 
the authority of any Act of Parliament”. 
| This was used as a precedent but we believe that subsection (8) of section 22 of 
the Financial Administration Act, quoted above, in calling for “a statement of each 
‘Yremission” (a “statement” was not called for by the earlier Act) contemplates the in- 
clusion of a comment giving the particulars with respect to each remission—as is presently 
done in the cases of remissions to charitable, educational or other non-profit organizations. 


} 
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We feel that explanatory statements are essential if Parliament is to have a clear 
understanding of the nature of the remissions. 
An illustration of the inadequacy of the present method of listing remissions is given 


in the following paragraph. 


94. Remission of sales tax on oleomargarine. At the time of the negotiations leading up 
to the entry of Newfoundland into Confederation in 1949, the following undertaking was 
given to the Newfoundland Delegation with respect to sales tax on oleomargarine: 


“The Canadian Government will be prepared to submit to Parliament legislation 
designed to exempt oleomargarine sold in Newfoundland from the federal sales tax in 
the same manner as basic foodstuffs in other parts of Canada.” 


There has been no such legislation but the Governor in Council, on the recommendation of 
the Treasury Board, has followed the practice of remitting, under the authority provided 
by section 22 of the Financial Administration Act, the sales tax on all oleomargarine sold 
in the Province of Newfoundland. 


The remissions thus granted, when in excess of $1,000 in a year for each manufacturer, 
are included in the Public Accounts’ listing of remissions (Public Accounts, Volume II, 
section 37), referred to in the preceding paragraph, under the names of the manu- 
facturers concerned, but there are no statements to indicate that the remissions are in 
respect of tax on sales of oleomargarine in Newfoundland. In other words, there is no 
indication that the discretionary authority provided the Executive by the section referred 
to above has been used to render a tax, applicable elsewhere in Canada, completely in- 
operative in one province. 


95. Access to taxation collection files refused. In December 1961 the Treasury Board 
approved the withholding of amounts payable to three taxpayers to be applied towards 
reduction of their indebtedness to the Crown with respect to income tax for the years 
1954 to 1960. As such a step indicated a failure of normal collection procedure, we re- 
quested the relative Head Office collection files for audit examination. On the instructions 
of the Minister of National Revenue these files were not made available to us by the 
Taxation Division and we were informed that the Minister intended seeking the opinion 
of the Department of Justice with respect to our right of access to such files. Up to the 
date of this report we have not been advised regarding any such opinion although we 
directed enquiries to the Taxation Division on two subsequent occasions. 


Our request for access to the files in question was based upon section 66 of the 
Financial Administration Act, subsection (1) of which reads as follows: 


“Notwithstanding any Act, the Auditor General is entitled to free access at all convenient 


times to all files, documents and other records relating to the accounts of every department, — 


and he is also entitled to require and receive from members of the public service such informa- 


ee reports and explanations as he may deem necessary for the proper performance of his 
uties.” 
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In paragraph 7 of this report, reference is made to the statutory responsibility resting 
on the Auditor General to ascertain that “all public money has been fully accounted for, 
and the rules and procedures applied are sufficient to secure an effective check on the 
assessment, collection and proper allocation of the revenue”. It is for this reason that 
examination of collection files is an integral part of our audit in any department whose 
operations result in moneys accruing to the Crown. 


96. Questionable charge to Vote 306. This Vote, which provided funds for the 
National Museum of Canada, was charged with an outlay of $5,000 in connection with a 
preliminary investigation into proposed archaeological work associated with the salvage 
program being carried out under UNESCO leadership, for the preservation of artistic and 
historical treasures in that part of Egyptian and Sudanese Nubia which will be flooded 
by the lake formed by construction of the High Aswan Dam. Canada’s proposed contribu- 
tion would be an expedition, sponsored by the National Museum and a Canadian 
university, to search for relics of prehistoric man in the area. 
| As the duties, powers and functions listed in the Department of Northern Affairs and 
National Resources Act, 1953-54, c.4, restrict work in the archaeological field to Canada, 
the regularity of the charge made to Vote 306, in connection with the Nubian salvage 
program, seems questionable. 


97. Rural mail boxes. For many years the Post Office Department has provided mail 
boxes to its rural patrons at a price of four dollars each. The cost of manufacture and 
distribution of these mail boxes has steadily increased, with the result that the Department 
now absorbs a considerable loss on each box sold. The cost of manufacture, which was 
$2.85 in 1950, had increased to $5.21 by 1961, and the addition of shipping, handling, 
‘storage and distribution charges would bring the total unit cost to approximately $7.50. 
In 1961-62, 18,310 mail boxes were sold, resulting in a loss to the Department of ap- 


proximately $64,000. 


98. Departmental publication printed without requisite Treasury Board authority. 
‘An Executive directive issued in 1951 permits the Queen’s Printer to accept requisitions 
for printing publications estimated to cost in excess of $5,000 only when such requisitions 
‘have been approved by the Treasury Board either specifically or as part of a publications 
‘program. 
| In accordance with the foregoing requirement, Treasury Board authority was sought 
‘in April 1961 for the printing of 3,000 copies, to be sold at $5 per copy, of a publication 
entitled “Langage et Traduction” at an estimated cost of $8,000. The publication was to 
consist of a compilation of notes on translation prepared by a senior officer of the Bureau 
for Translations of the Department of the Secretary of State. The Treasury Board did not 
approve of the proposal, concluding that it was not in the public interest to expend 
Crown funds on a publication of this nature. 
Despite this injunction, however, the Department of Public Printing and Stationery 
proceeded to print 800 copies of the publication at a cost which, for the reduced quantity, 
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was expected to approximate $4,000 but which, in fact, reached $7,000. As the $5,000 
limit had been exceeded it was necessary to obtain ex post facto authority from Treasury 
Board for the printing of the publication and this was given on March 29, 1962. 


99. Payment of maintenance expenses of Civil Service Recreational Association 
Centre. The policy that grants or other forms of financial assistance to non-governmental 
organizations are made only from parliamentary appropriations specifically provided or 
clearly intended for such purposes is one of long standing. Attention is therefore drawn 
to the following instance where the Department of Public Works extended financial as- 
sistance to the Civil Service Recreational Association of Ottawa although neither the text 


{ 
} 
: 


of the Vote involved nor the related Details of Services contained any reference to the — 


assistance. 

The Association, which was incorporated in 1941 for the purpose of providing athletic 
and other recreational facilities for its membership, constructed a Centre, which was 
opened officially in October 1959 and acts as the operating hub of its activities. In 
February 1961 the Department of Public Works was authorized by the Treasury Board 
to assume the cost of maintenance of the Centre, effective April 1, 1961, and during the 
ensuing year costs of approximately $25,000 were incurred for lighting, heating, water, 
snow removal, and repairs and upkeep, and charged to the appropriation for “Maintenance 
and Operation of Public Buildings and Grounds” (Vote 344). 


100. Route facility fees receivable from airlines. Reference is made to the comments 
on this subject contained in paragraph 79 of last year’s report where it was mentioned 
that ten airlines were indebted to the Department of Transport to a total of $1,284,000. 

During the year under review, resistance to the payment of the route facility fee 
continued to be encountered by the Department, with most of the airlines which had 
originally paid the fee having stopped doing so. At March 31, 1962 the records of the 
Department showed that 17 airlines owed amounts totalling $3,239,000. Legal action has 
been instituted against two of the major airlines involved. 


101. Expenditure incurred without Treasury Board approval. The Depart- 
ment of Transport obtained Treasury Board approval to enter into a contract for the 
supply and installation of furnishings for the public areas of the terminal building at the 
Montreal Airport at a cost of $475,000. The accepted tender included $35,000 for a work 
of sculpture to be located in the lobby of the building. When provision for this work was 
cancelled the Department used the resulting saving to order extras in the form of addi- 
tional drapes and other furnishings not provided for in the original specifications. In doing 
so it took the stand that, because the total cost incurred was within the financial bounds 
set by the original Treasury Board authority, it was unnecessary to seek the Board’s 
approval for the procurement of the extras. 

On communicating with the Secretary of the Treasury Board, we were informed that 
“the deletion of the work of sculpture involved a significant change in scope of the 
proposed furnishing program and not a substitution of one item for a comparable item”, 
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and that the saving arising from the deletion of the work of sculpture should not have 
been used for the extra items. The Department has advised us that it does not share this 
view. 


102. Inadequate recording of subsidy in the accounts. In June 1959 the Department 
of Transport entered into a contract for the construction of a vehicular and passenger 
ferry at an estimated cost of $1,113,578 for use, by charter, on the Bell Island-Portugal 
Cove, Newfoundland ferry service. The final cost of the vessel which was completed in the 
spring of 1960 and commenced operations in August of that year has not yet been 
determined, although costs of $1,158,000 were recorded to March 31, 1962. With the ap- 
proval of the Governor in Council the vessel, named the “John Guy”, was chartered under 
an agreement dated September 8, 1960 to the Newfoundland Transportation Company 
Limited, operators of the Bell Island-Portugal Cove ferry service, for one year to August 
15, 1961, and the agreement was subsequently extended for a further year and from year 
to year thereafter. 

The rate of charter hire payable under the agreement is calculated as follows: 


(i) depreciation in accordance with the straight line method of 4% per annum based upon the 
actual cost of construction of the vessel as determined by the Minister, and 


(ii) interest at 52% per annum upon the unrecovered cost of the construction of the vessel 
as determined by the Minister. 


The charter hire fee payable, calculated on an interim cost for the vessel of $1,200,000, for 
‘the year ended July 31, 1961 amounted to $117,000 and for the period August 1, 1961 to 
“March 31, 1962 it was $75,354, or a total of $192,354 to March 31, 1962. 

) On July 27, 1961 the Treasury Board approved the payment of subsidies of up to 
$274, 414 to the Newfoundland Transportation Company Limited for the period from 
August 1, 1960 to March 31, 1962, and at the same time waived payment of the charter 
hire fees of $192,354 for the period. The amount actually paid by the Canadian Maritime 
Commission under this authority was $274,385, and this amount was recorded as a charge 
‘to the appropriation for “Steamship Subventions for Coastal Services, as detailed 
in the Estimates” (Vote 450). 

In the circumstances described it would have been more appropriate from the ac- 
counting point of view to have shown a gross subsidy of $466,739 as a charge to the ap- 
‘propriation, and to have recorded the charter hire fee of $192,354 as revenue. Moreover, 
‘such a presentation would have been consistent with that used in the Public Accounts in 
‘relation to the “Lord Selkirk” which has been chartered for several years to Northum- 
‘berland Ferries Limited for the Prince Edward Island-Nova Scotia ferry service. 


: 
} 


| 103. War Veterans Allowances. The War Veterans Allowance Act, R. 8., ¢.340, sets 
out the rates of allowances payable to veterans, widows and orphans eligible for as- 
‘sistance and prescribes that allowances paid, together with other income of the recipient, 
‘shall not exceed established ceilings. It also provides that applicants may not qualify for 
an allowance if they own personal property in excess of $1,250 if eligible for single rates, 
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or $2,500 if eligible for married rates. The Act empowers the Minister, with the approval 


of the Governor in Council, to make regulations which among other things define 


‘Income’, “casual earnings” and “personal property” for purposes of the Act. Attention | 


is now drawn to two anomalies in the application of this legislation: 


: : | 
1. “Personal property” as defined in the regulations includes cash in hand or in bank, 


negotiable bonds and marketable securities, but mortgages and agreements for sale are 


not mentioned. As a result, the allowance is made available to some whose sizeable 


| 


holdings in mortgages and agreements for sale would preclude their qualifying for as- 


sistance were their assets in another form, for example negotiable bonds or securities. In ; 


an extreme case, an allowance was awarded an applicant who sold his fruit farm for. 


$30,000, taking $9,000 cash (most of which was reinvested in a new home) and retaining 


a $21,000 mortgage, repayable as to principal and interest at the rate of $1,200 per’ 


annum. 


2. The regulations prescribe that, for one year from the date of sale or until any of the 


money is used for a purpose other than to purchase another residence, whichever is - 


earlier, the proceeds from the sale of a recipient’s or applicant’s residence up to an 


b 


amount of $9,000 is not personal property, and over that amount is income in the- 
amount of 5% of the excess. The purpose is to give the recipient or applicant who sells » 
his home a reasonable opportunity to buy a new home without having his allowance » 
cancelled or denied because of excessive personal property. In some cases, however, the » 
purchase of a new residence takes place within a comparatively short period and the 


recipient is, therefore, while in possession of residual cash and personal property in excess 
of the maximum permitted under the Act, continued on allowances until the anniversary 
date of the sale of the former residence. 


The War Veterans Allowance Act and the supporting regulations provide for 
penalties by way of fine or imprisonment or both to any person who, for the purpose of 
obtaining an allowance, knowingly makes a false or misleading statement or fails to 
disclose any material fact or who, subsequent to becoming a recipient, fails to report im- 
mediately any pertinent information which might have a bearing upon the amount of the 
award. On the basis of a test examination of files during the year, 57 cases, most involving 
undisclosed income, in which there were false statements or failure to disclose material 
facts, were referred to the War Veterans Allowance Board. In one case the recipient, on 
two occasions, had failed to disclose material facts: on the first occasion the allowance 
was discontinued and an overpayment of $1,077 established in 1954; and on the second 
occasion an overpayment of $4,289 was established when it was disclosed in the audit that 
the veteran’s wife had been employed almost continuously since shortly after the veteran 
again came on allowance in July 1957. In another case, a Single veteran was granted the 
allowance in November 1961, along with a continuing monthly grant from the Assistance 
Fund, upon his statement that he was not working, that he had no prospects of employ- 
ment and only $50 in assets. In April 1962 the allowance was discontinued when the 


Department discovered that the veteran was employed as a full-time federal civil servant — 


with a salary of $6,540 and had been so at time of application—in fact since April 1960. 


Following the practice of recent years, no legal action was taken to invoke the — 


penalties provided by the Act in any of the cases noted because it was considered that such 
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action was uneconomic and accomplished little. Unless the Act is amended to provide 
heavier penalties which the Board is prepared to enforce, deliberate deceptions of this 
type can be expected to continue. 

The legislation establishing war veterans allowances was predicated on the assump- 
tion that war veterans pre-age the general civilian population by some ten years. Thus, 
aside from providing assistance to those who because of physical or mental disabilities or 
economic hardships are unable to maintain themselves, its main purpose was to provide 
financial assistance to veterans of limited means at age 60 rather than at 70, the eligible 
age for an old age pension. In consequence, recipients on becoming eligible for the old 
age pension had their war veterans allowances adjusted downwards so that total annual 
income remained within the ceiling prescribed in the War Veterans Allowance Act. 
‘There was a departure from this long-established principle when an amendment to 
the War Veterans Allowance Regulations, approved by the Governor in Council, directed 
that from February 1, 1962, $10 of the old age pension be considered as exempt income 
for purposes of the War Veterans Allowance Act. This action was taken notwithstanding 
the fact that by amendment to the Act, assented to on June 22, 1961, the maximum 
nonthly allowances and the annual income ceilings of recipients had been increased by 
207% effective June 1, 1961. Consequently, this exemption of $10 of old age pension had 
the effect of augmenting the income of a group of war veterans allowance recipients 
whose incomes had by statute been adjusted substantially just eight months previously. 


_ 104. Veterans hospitals and institutions. Hospitals and institutions operated by the 
Jepartment of Veterans Affairs, originally provided to take care of veterans requiring 
reatment for war service disabilities, are at present being occupied to a considerable extent 
Dy domiciliary care cases and war veterans allowance recipients. The latter, who are 
srovided treatment for all conditions, service-induced or otherwise, are for the most 
yart insured under the various provincial hospital insurance plans. During 1961-62 
lomiciliary care patients and war veterans allowance recipients accounted for 40% and 
1%, respectively, of all patient days in departmental hospitals and institutions whereas 
lisability pensioners accounted for only 17%. During the year the average per diem cost 
if maintaining patients in active treatment hospitals where 38% of the occupied beds 
vere taken up by domiciliary care cases was $18.76 compared with $9.63 in non-active 
reatment centres where occupancy is predominantly by domiciliary care cases. 

) The cost of operating departmental hospitals and institutions for the fiscal years 
956-57 and 1961-62 was $34,596,693 and $46,771,192, which, based on total in-patient 
ays of 2,750,651 and 2,574,509, results in costs per in-patient day of $12.58 and $18.17— 
nm increase during the five year period of 44.4%. In addition, capital expenditures, mainly 
or improvements and equipment, averaged approximately $4.5 million per year during 

is period. 

The introduction of provincial hospital insurance plans under which war veterans 
llowance recipients are insured, the declining numbers of pensionable disability cases 
eing cared for in departmental hospitals, the rising cost of operating the hospitals and 
e increasing use of expensive active treatment facilities for housing domiciliary care 


48 AUDITOR GENERAL’S REPORT 


cases, all indicate that a reappraisal of the Department’s role in the operation of hospitals 
would be desirable. We understand that this has been the subject of a detailed study 
carried out by the Royal Commission on Government Organization, although no report 
or recommendations have yet been made. 


105. Disposal of Veterans’ Pavilion and surplus equipment, Ottawa. Following the 
construction of the Defence Medical Centre in Ottawa, the Department of Veterans Affairs 
no longer required the Veterans’ Pavilion which had been constructed some twenty years 
ago on the grounds of the Ottawa Civic Hospital at a cost, including equipment, of ap- 
proximately $330,000. 

The Pavilion was built pursuant to an agreement between the Department of 
Veterans Affairs and the Hospital Trustees, approved by the Governor in Council in May 
1942. This agreement was later replaced by a new agreement effective April 1, 1948, section 
7 of which reads: 

“This agreement shall continue in full force and effect so long as may reasonably be re- 


quired by the Department, at the end of which time, or at such intervening date as may be 
agreed upon between the said parties, the Department shall hand over to the Trustees the 


| 


| 


said pavilion and such equipment as will not be further needed by the Department, at an | 


independent appraisal value, should the Trustees so desire.” 


When approached by the Department in 1961 the Trustees expressed their unwil- 
lingness to purchase the Pavilion at a price based on an independent appraisal (or, indeed, 
at any price), and the Department eventually agreed to turn over the Pavilion, including 
surplus equipment, to them at a nominal value of $1. As the transfer was effected without 
referral to Crown Assets Disposal Corporation or approval by the Governor in Council, 
there is doubt as to its legality. 


106. Employment of part-time doctors by Department of Veterans Affairs. Depart- 
ment of Veterans Affairs hospitals are staffed partially by full-time medical personnel who 
are civil servants but to a considerably greater extent by medical practitioners, retained 
on a part-time negotiated fee basis, whose terms of employment have never been clearly 
defined. The part-time doctors have always insisted on their right to bill the patients they 
treat who have been admitted to the hospitals on a paying basis. This has caused a number 
of administrative problems, a major one being the status of the funds derived from the 
billing of these paying patients. The Department, while permitting the doctors to make 
these billings, has encouraged them to use the proceeds for purposes that will benefit the 
hospitals in which they are employed. 

The part-time doctors hold the view that these receipts are not public moneys and 
the Department sees some justification for this view in that (i) when their employment on 
the negotiated fee basis was first instituted, paying patients were almost unknown (it was 
only as the treatment regulations were broadened and the volume of paying patients 
became larger that the problem of fees for medical services arose); and (ii) the services 
which they provide in return for the fee paid to them by the Department should be only 
in respect of patients for whom the Department is responsible. 


AUDITOR GENERAL’S REPORT 49 


The Department now proposes that the best solution to the problem is to create a 
special fund under its control to which will be credited the proceeds from billings for 
services rendered paying patients by the part-time and also the full-time doctors. The 
proceeds would be used for purposes specified by the Department, including the purchase 
of books for the hospital library and payment of expenses incurred by the hospital staff 
while attending scientific or similar meetings of benefit to the hospital. 

The Audit Office takes the view, however, that the funds derived from the treatment 
of paying patients are public moneys because (a) full-time doctors are public servants, 
(b) there is no evidence that the annual negotiated fee for part-time doctors is limited 
to services rendered to patients entitled to free treatment, and (c) moneys collected by 
shese doctors arise from services undertaken in departmental hospitals using departmental 
‘facilities. We do not, therefore, consider that the Department’s proposal will meet the 


‘equirements of the Financial Administration Act regarding the disposition of public 


noneys. 
: 


_ We directed the matter to the attention of the Treasury Board and the general 
sroblem and the Department’s proposed solution are presently under study by the Board. 


107. Awards under the Pension Act. Paragraph 72 of the 1960 report referred to (1) 
he audit difficulty in determining whether or not certain payments made under the 
?ension Act, particularly those in respect of discretionary and compassionate awards, 
onformed to the authorizing provisions, (2) certain administrative practices which it was 
hought warranted parliamentary attention, and (3) apparent inconsistencies in the Act. 
The Standing Committee on Public Accounts after studying these comments recom- 


nended in its Fifth Report, 1961 (paragraph 62): 


(a) that in any case in which a pension overpayment has resulted due to failure of the 
pensioner to disclose income, the amount of the overpayment should be made a matter of 
| record in the accounts, and deleted therefrom only with appropriate statutory authority; 


(b) that in determining the amount of pension to be awarded dependent parents, the 
| Commission should recognize the responsibility of the surviving children to assist their 
parents, and take into consideration their ability to do so; 
b 


(c) that, having regard for subsection (2) of section 40 of the Pension Act, consideration 
should be given by the Canadian Pension Commission to the legality of cases where, as 
| mentioned in the final subparagraph of paragraph 72 of the Auditor General’s report, one 
death can result in payments being made concurrently to a widow (under section 37), 
| children (under section 26) and parents (under section 38). 
_ After considering these recommendations the Chairman of the Pension Commission 
dvised the Audit Office concerning recommendation (a) above, that when the Commis- 
ton rules there is an overpayment this is made a matter of record in the accounts and, if 


neollectable, the amount is deleted therefrom only with appropriate statutory authority. 
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However, no action has been taken to record and collect overpayments in the type of case 
referred to in the 1960 report (paragraph 72) as follows: 


Since the amount awarded to an applicant in a dependent condition is based upon the 


additional income he requires to maintain himself, it follows that if the applicant had — 


failed to disclose income, this would result in an overpayment. However, in a number of 
instances in which undisclosed income was noted and drawn to the attention of the Com- 


; 


mission, the pension was simply adjusted currently and no overpayment was considered — 


as having occurred. 


With respect to recommendation (5), the pertinent section of the Act (section 38(6)) — 


was amended in 1961 to provide that the Commission might deem any children residing — 


| 


with the “dependent parent” to be contributing to his or her support not less than ten | 


dollars a month, but the Commission feels that there is no obligation for them to take — 


snto account the ability of other children to assist and no cases were observed where this 


was done. 


| 


Concerning recommendation (c), the Commission reports that it has carefully con-_ 
sidered the legality of cases where one death results in more than one pension and is of | 


the opinion that such payments are legal and in accord with the Act. It pointed out that 


the present section 40 was contained in the original Act of 1919 and has continued un- — 


changed since then although certain other sections, such as 38(2), were inserted to make 
provision for classes which were otherwise excluded. The Commission is of the opinion 
that, as the Act provides definite authority for these pensions, the general directions of 
section 40 could not be considered to fetter sections 26, 37 or 38. It would seem that 
consideration should be given to amending the legislation with a view to eliminating these 


inconsistencies. 


108. Educational leave costs. The practice of granting educational leave to employees, 
without special funds having been provided by Parliament for the purpose, was referred 
to in last year’s report (paragraph 82). 

It is again suggested that educational leave costs, including salaries, non-accountable 
allowances in lieu of salary, living allowances, tuition fees, book allowances and travelling 
expenses of employees while on educational leave should be charged to an appropriation 
specially provided for that purpose. The inclusion of such costs—the salary portion of 
which approximated $265,000 in the year under review—with the salaries and expenses of 
employees on duty in the various departments is not conducive to effective parliamentary 
control over the expenditure. 


109. Cost of gasoline used in departmental motor vehicles at Ottawa. As noted in 


last year’s report (paragraph 83) the feasibility of supplying gasoline and oil for all 


government vehicles in Ottawa from central supply points had been referred to the | 
Government Motor Vehicle Committee for consideration. 


| 
} 
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As the result of a survey completed by the Committee in January 1962, it was 
estimated that the annual cost of gasoline purchased for Crown-owned vehicles in the 
Ottawa area amounted to $73,700, of which $33,276 was for gasoline obtained from com- 
mercially operated service stations. On this basis, it was estimated that the cost would 
have been reduced by $14,000 if all gallonage had been supplied by Crown-operated 
facilities. 

On September 28, 1962 we were informed that the study of this matter by the 
Government Motor Vehicle Committee was almost complete and that a presentation 
was to be made to the Treasury Board in the near future. 
110. Cost of advertising. In 1961-62 the total cost of advertising passed by the 
Advertising Unit of the Comptroller of the Treasury’s Office, including agency and non- 
agency advertising, was in excess of $5,000,000. 
| Prior to 1954 there was an arrangement with the Canadian Daily Newspapers 
Association whereby government advertising enjoyed a special rate, but this arrangement 
was allowed to lapse. During the course of the audit we noted that a publisher had drawn 
the attention of a government department to the advantage of entering into a contract 
for classified advertising, pointing out that there was a difference of twelve cents per line 
between the contract rate and the casual rate—from 34 cents to 46 cents. The minimum 
annual usage to qualify for the contract rate in this case would be 2,000 count lines 
whereas the department had used 2,624 lines of classified advertising in the previous 
two months. 

We suggested to the Department of Finance on April 13, 1962 that the field of govern- 
ment advertising might usefully be reviewed in the interests of greater economy. The 
Department replied on September 17, 1962 that the Treasury Board several months earlier 
(on May 23, 1962) had approved our suggestion in principle and that officers of the 
| Treasury Board were currently looking into the matter. 


| 111. Losses reported in the Public Accounts. Section 98 of the Financial Administra- 
tion Act directs that “every payment out of the Public Officers Guarantee Account and 
the amount of every loss suffered by Her Majesty by reason of defaleations or other 
fraudulent acts or omissions of a public officer, together with a statement of the circum- 
‘stances, shall be reported annually in the Public Accounts”. 

The statements of losses included in the Public Accounts for 1961-62 were examined 
and it was ascertained that every loss during the year, which had been observed in the 
audit as being of a nature requiring to be reported in the Public Accounts in accordance 
with the foregoing direction, had been included in the listings. Losses in departments other 

| than the Post Office numbered 18 and amounted to $60,588. Of these, 12 involving $9,829 
“were recovered in full during the year, and partial recoveries of $8,007 were obtained in 
‘other cases. Losses suffered by the Post Office Department numbered 97 and amounted to 
$63,536. Of these, 68 to a total of $32,469 were recovered in full and partial recoveries 


totalled $8,505. 
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112. Over-commitment of appropriations for the purpose of facilitating winter works | 
programs. During the latter part of 1961 the Treasury Board considered detailed proposals | 
for winter works programs submitted by a number of departments (which would be ad- 
ditional to the main winter works program provided for by Vote 614 under the Department 
of Labour). Approval was given to numerous projects which were recognized by the 
Board as useful and acceptable supplementary elements of normal departmental programs, 
which would involve substantial wage costs in relation to their total costs and which could 
be mounted quickly in order to generate employment during the winter months, par- 
ticularly in areas of severe unemployment. 

The Board was aware of the fact that in some instances existing appropriations would 
be inadequate to finance approved programs, and realized also that section 30 of the 
Financial Administration Act was a statutory obstruction to proceeding expeditiously 
with the projects. This section provides that no contract shall be entered into or have 
any force or effect unless the Comptroller of the Treasury certifies that “there is a suf- 
ficient unencumbered balance available out of an appropriation or out of an item included 
in estimates before the House of Commons to discharge any commitments under such 
contract that would, under the provisions thereof, come in course of payment during the 
fiscal year in which the contract was entered into”. 


With a view to avoiding delay, the Comptroller was asked by the Board to record com- 
mitments on a provisional basis beyond the amounts provided by existing appropriations 
“until such time as the additional provision is appropriated”. Concurrently the Board 
provided lists of “allowable over-commitments” to the departments concerned, informing 
them that: “the Comptroller of the Treasury has been asked to allow over-commitment 
of your existing appropriations on the understanding that the Board is willing to submit 
Supplementary Estimates up to those amounts to Parliament later in the year”. This was 
regarded by the Comptroller as authorization to departments to enter into contracts in 
amounts in excess of the balances available in the particular appropriations without the 
certificates required by section 30 of the Act. 


Notwithstanding the importance of facilitating winter works programs—or any other 
urgent Executive plan—the Audit Office view is that over-commitment of appropriations 
in the manner described above is contrary to what is contemplated by the Financial 
Administration Act. 


113. Unpaid accounts carried forward to new fiscal year. In last year’s report (para- 
graph 84) attention was directed to instances where accounts remained unpaid at the 
year-end and were required to be recorded as expenditure in the succeeding fiscal year 
because Parliament had not been asked for supplementary appropriations to provide the 
additional funds required, although it had become apparent before the year-end that 
existing appropriations would be inadequate. 
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No instances were noted this year where there had been a failure to seek sup- 
‘plementary parliamentary appropriations in such circumstances. However, as in previous 
years, there were cases where amounts provided by main and supplementary appropria- 
tions fell short of requirements and unpaid accounts had to be earried forward to the 
succeeding fiscal year. An example is the appropriation for “Construction or Acquisition of 
Buildings, Works, Land and Major Equipment” for the Royal Canadian Air Force (Vote 
| 240, as supplemented, $267 million) which was insufficient to meet all accounts that came 
in course of payment in the fiscal year, and accounts totalling approximately $12 million 
were carried forward and charged as 1962-63 expenditure. 
| 114. Identical tenders. In paragraph 77 of last year’s report it was brought to notice 
‘that the Department of Public Works had called for tenders for the supply of incandescent 
| = and fluorescent tubes to meet the needs of various federal buildings throughout 
Canada during the fiscal year 1961-62 and that, based on the application of unit prices to 
estimated quantities, identical bids of $301,191.16 were received from the three companies 
‘submitting the lowest complete tenders. This was the third instance of identical bids for 
lamps during the preceding four years, and the Treasury Board authorized placing the 
order with a company other than the one which had held the contract during the two 
previous fiscal years. 


During the year under review the Department of Public Works called for tenders for 
the supply of incandescent lamps and fluorescent tubes which it was estimated would be 
required during the two year period commencing April 1, 1962. It was hoped that the longer 
term contract might result in a more competitive set of quotations and in one firm 
quoting lower than the others. When the tenders were opened, it was found that the same 
three firms which had submitted the identical low bids for 1961-62 had again submitted 
identical low bids in the amount of $645,264.16. After placing the facts before the 
‘Combines Branch of the Department of Justice, as had been done in previous years, the 
‘Department of Public Works obtained Treasury Board authority to award the contract to 
‘the company which offered products manufactured wholly by itself, which offered as part 
of its tender a bonus type lamp and which had not had the order in the preceding year. 


During the course of our examination of departmental records during the past 
‘year, we noted, in addition to the above “repeater” case involving incandescent lamps 
and fluorescent tubes, approximately 100 cases of identical tenders having been 
received by government departments. In practically all of the instances, which covered 
a number of product areas, details were furnished by the departments concerned to 
‘the Combines Branch. 


We are informed that the Combines Branch is continuing its practice of scruti- 
nizing and accumulating such evidence in the event that the information “may ultimately 
‘become relevant and useful should evidence of collusive practices be disclosed”. In 
ithe course of reviewing our findings regarding government purchases, we have sug- 
gested to officers of the Branch that it might be desirable were all identical tenders 


received by government departments, Crown corporations and other agencies listed 
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each year by the Combines Branch in the annual report made by the Director of 
Investigation and Research to the Minister of Justice under section 44 of the Combines 


Investigation Act. 


115. Non-productive payments. Paragraph 71 of the Fifth Report, 1961, of the 
Public Accounts Committee reads: 


The Committee gave consideration to the extent to which it felt it would wish to be informed 
regarding non-productive payments in future. Although it recognized the difficulty that 
would be involved in defining a ‘non-productive payment’, it came to the conclusion that 
information regarding such payments would be of value, and it accordingly requests the 
Auditor General, in his future annual reports to the House of Commons, to include listings 
of any such payments that might have come to his notice in the course of his audit. 


In accordance with the request contained in the foregoing observation, a listing is given 
below of the payments that, in the absence of a precise definition, might be regarded 
as non-productive in character which were observed in the course of the audit of 
departmental expenditures for the fiscal year 1961-62. 


1, Payment for loss of revenue by pipe line company, Cold Lake, Alta. In May 1959 
the Department of National Defence entered into an agreement with a pipe line 
company to supply natural gas to the Air Force Station at Cold Lake on an annual 
‘take or pay’ minimum consumption basis, to take effect on November 1, 1960, when 
an additional boiler which was in the planning stage would be installed. 

A contract for the manufacture of the boiler was awarded in September 1959, and 
foundation drawings and shop drawings were made available in due course to a 
consultant firm which was to proceed as quickly as possible to provide plans and 
specifications in order that a contract for the construction of an extension to the central 
heating plant to house the new boiler could be awarded, but no date was specified by 
which the plans and specifications were actually to be produced by the consultant. 
Normally the construction work would have been carried out in the fall of 1959 and 
the boiler would have been installed and in operation in the fall of 1960. Due mainly 
to delays on the part of the consultant in producing the plans and specifications, the 
construction contract could not be awarded until September 1960 and the new boiler 
did not become operational until the middle of July 1961. 

Because of the failure of the Crown to have the additional boiler capacity ready on 
the agreed date and its inability to take the quantity of gas made available by the 
pipe line company, the latter suffered a loss of revenue which the Crown remedied in 
part by an ex gratia payment of $20,000. 


2. Printing of Official History of the Canadian Army, French Edition. In October 1956 

the Department of Public Printing and Stationery, on behalf of the Department of 
National Defence, awarded contracts for the printing of 3,000 copies each of the 
French edition of Volumes I and II of the Official History of the Canadian Army in 
the Second World War, a translation of the earlier English edition. 
Mainly because of delays in processing, including numerous changes in translation, 
delivery of Volume I was not made until April 1959, while Volume II did not become 
available until October 1960. Firm prices were not established with the contractor 
and during the four years which elapsed between the initial stages of composition 
and final publication there were increases in printing, labour and material costs. 
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As a result, when final payment was made in 1961-62, publication of the two volumes 
cost $26,060 more than the original estimate of $28,983. 


. Exterior painting of housing units, Camp Shilo, Man. In July 1959 a contract 
in the amount of $24,362 was awarded by Defence Construction (1951) Limited for 
the exterior painting of 149 Permanent Married Quarters at Camp Shilo, under the 
general supervision of the Army Works Service. The contract, which was to have been 
completed in the fall of 1959, was not finished until a year later and substantial losses 
were incurred by the contractor, who claimed that (1) the selected colour scheme was not 
in accordance with the departmental standard practice; (ii) houses previously painted 
with dark colours were required to be painted with light colours, thus necessitating 
additional undercoating; and (iii) approximately 90% of all window sash was required 
to be painted a different colour from that used for the window frames, involving 
additional work. For its part, the Army Works Service claimed that the losses were 
largely attributable to factors for which the contractor was responsible, but the 
contractor was nevertheless paid an additional $11,371 in settlement of his claim 
during the fiscal year. 


. Construction of outside services, Royal Military College, Kingston, Ont. A 
contract for electrical distribution systems, sewer connections, roads, curbs and 
miscellaneous outside services at the Royal Military College was awarded in April 1959 
by Defence Construction (1951) Limited, in the amount of $488,671. 

The contractor planned to install the electrical distribution systems and sewer connec- 
tions concurrently, thereby employing the same excavation equipment for both these 
phases of the work. However, at an early stage he was requested to rearrange his work 
schedule to make an immediate start on the electrical distribution work in the sports 
field area, one-half mile from his planned starting point. This required the use of 
additional excavation equipment and additional costs were thus incurred. The contractor 
was also requested to reschedule certain other phases of the work and to postpone the 
use of certain equipment in order not to interfere with the academic timetable or 
disrupt scheduled ceremonial functions of the College. Further delay was occasioned 
by changes in the design of the electrical distribution services and transformer vaults. 
As a result of the rescheduling of work and the delays mentioned above, the contractor 
incurred further costs and he was paid an additional $66,591 during the fiscal year. 


. Construction of reservoir, Point Edward Naval Base, Sydney, N.S. In August 1959 
a contract for $328,000 was awarded by Defence Construction (1951) Limited for the 
construction of a reinforced concrete reservoir at the Point Edward Naval Base. The 
contractor ordered equipment and had it shipped to the site for incorporation into the 
project, but the Crown company’s engineer, in interpreting the contract specifications, 
demanded the use of a type of equipment other than that purchased by the contractor. 
The contractor thereupon took steps to replace the equipment but there was a delay 
of two months in doing so and this extended the work until winter conditions had to 
be faced. 

The contractor claimed for the additional costs thus occasioned and was paid $4,339 
during the fiscal year under review. 


. Construction of aircraft hangar, Bagotville, P.Q. The construction of an aircraft 
hangar at the Air Force station at Bagotville involved a sub-contract for the fabrication 
and erection of structural steel in the amount of $168,450. This sub-contract was 
awarded in January 1956 with the intention that steel erection would be completed by 
the end of August of that year. Defence Construction (1951) Limited had undertaken 
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to supply working drawings but due to the large number of modifications to the 
standard design required by the Air Force, the task of preparing the drawings was 
given to the contractor. In the meantime, some two and a half months elapsed before 
fabrication of the steel was proceeded with, the result being that steel erection did not 
commence until October 1956 and was not completed until May 1957. 

The delaying of steel erection from the summer of 1956 to the winter of 1956-57 caused 
the work on the project as a whole to be prolonged into the winter and, as a result, 
the prime contractor claimed additional costs of $89,552. The Crown accepted 
responsibility for part of the delay and made settlement in the amount of $23,822 
in 1961-62. 


_ Construction of aircraft hangar, Summerside, P.E.I. In July 1961 Defence Construc- 


tion (1951) Limited awarded a contract for an extension to a cantilever hangar at 
Summerside, requested by the Department of National Defence in April 1961. In 
anticipation of this, a contract for $295,340 had been awarded in March 1961 for the 
fabrication and erection of structural steel, and this contract stipulated that fabrication 
commence June 1, 1961 and that erection commence August 24, 1961 and be completed 
by November 30, 1961. 


Due to the delay in the awarding of the main construction contract (July 7, 1961) 
foundations which should have been in place ready for the erection of steel by 
August 24, 1961 were not finished until December 1961. As a result, steel that was 
scheduled to be erected during the fall was erected under winter conditions with the 
consequence that additional costs of $8,250 were incurred by the contractor, and he 
was reimbursed accordingly. 


_ Installation of radio equipment, Air Force Station, Trenton, Ont. In September 1959 


a firm price contract of $29,960 was awarded by the Department of Defence Production 
for the ground-to-air radio facilities at the Air Force Station at Trenton, the installation 
to be in accordance with Air Material Command specifications and installation direc- 
tives. However, at the commencement of the work it became apparent that the drawings 
were inaccurate and that there were errors and omissions in the specifications. 

The contractor submitted a claim for the extra work resulting from these conditions 


and was paid a sum of approximately $30,000 over and above the firm price mentioned 
above. 


. Operational tests on divers’ recompression chambers. In February 1959 a contract 


in the amount of $58,042 was awarded by the Department of Defence Production on 
behalf of the Department of National Defence for two recompression chambers, four 
air-cooled compressors and other components, along with shop trials of the equipment 
at firm hourly rates. On receipt of some of the units from a sub-supplier, the contractor 
advised the two Departments that he was unable to proceed with the shop trials due 
to the fact that certain equipment necessary for them had not been included in the 
order and was not readily available. Three months later, after requisite approval had 
been obtained, the equipment was ordered with a delivery date of 90 days following 
receipt of the order. In the meantime, the contractor, in need of working space, was 
forced to dismantle the compressors, store them outside his shop and then re-assemble 
them for the shop trials. 


The file indicates that had the equipment referred to been included in the order, it 
would have been supplied at no charge and the shop trials could have proceeded without 


delay; as it was, the contractor’s additional costs of $2,686 were paid during the 
fiscal year under review. 
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10. Security seals. After considerable research and testing by the Royal Canadian Mounted 


io 


12. 


13. 


Police in collaboration with a private firm, a dry seal was developed to replace the 
sealing wax method for securing paper envelopes containing classified National Defence 
documents and correspondence. The seal was approved by the departmental security 
committee and in November 1960 an order was placed with the firm for 500,000 pairs 
of serially numbered seals to cost $31,130, and in due course the seals were produced 
according to specifications and delivered to the Department, 

Up to the time of our examination none of the seals had been used because, for a time, 
it appeared that two pairs instead of one would be needed to provide adequate security, 
and subsequently one Service declined to put the seals into use. Consideration is 
currently being given to the need for seals of this type in the Public Service generally. 


Cost of expropriation of property for Trans-Canada Highway. In order to acquire 
a right of way for the Trans-Canada Highway in Banff National Park in 1955, the 
Department of Northern Affairs took expropriation proceedings in connection with a 
number of properties in the former townsite of Anthracite. Settlements were made with 
7 of the 12 former owners, a total of $1,950 being paid for their land. Before agreements 
had been reached with the others, it became apparent that the expropriation proceedings 
had been invalid as they should have been taken under authority of the National 
Parks Act, R.S., c. 189, rather than the Expropriation Act, R.S., c. 106. The necessary 
concurrence of the Governor in Council to expropriate under the National Parks Act 
was received in 1958 but the registrar of land titles at Calgary declined to act on the 
grounds that the title to the land had been vested in the Crown since 1955. In order 
to resolve the problem, it was necessary for the Department of Justice to seek a court 
order requiring the second registration, which was obtained through the Supreme 
Court of Alberta in 1961. 

At the suggestion of the Department of J ustice, all lands involved were then re-appraised, 
with the result that an additional $5,975 was paid in 1961-62 for the property acquired 
from those who had already accepted settlement in 1955. 


Construction of Surveys and Mapping Building, Ottawa. In April 1958 a contract 
was awarded by the Department of Public Works for the construction of a Surveys 
and Mapping Building in Ottawa at a fixed price of $7 ,840,000 for the Department of 
Mines and Technical Surveys. In February 1959 the contractor was instructed to 
suspend work in the south wing area of the building due to the lack of detailed 
information regarding certain mechanical equipment that had been ordered by the 
Department of Mines and Technical Surveys, for which the contractor had to supply 
mechanical and electrical services. In the following September work was also stopped 
in the north wing area as changes to permit the addition of press rooms were 
contemplated. The final plans for the two wings were not confirmed until November 1959 
and the contractor was then ordered to proceed. 

The contractor was paid $141,392 in March 1962 to cover additional costs incurred 
as a result of the delay caused by the work stoppages referred to above, 


Construction of breakwater, New Haven, N.S. In September 1958 the Department 
of Public Works was authorized to enter into a contract for the construction of a 
breakwater at New Haven. The estimated cost of $125,050 was based largely on fixed 
unit prices for estimated quantities of quarry-run rock core and protective armour 
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stone, and the specifications stated that suitable stone for the purpose could be obtained 
from a Crown-owned quarry adjacent to the site. 

Although the contractor tried various quarrying methods, he was unable to obtain 
the required armour stone from the quarry. In April 1959, after departmental officers 
had confirmed that the contract could not be performed as specified—and after efforts 
had failed to persuade the contractor to use armour stone to be extracted from nearby 
privately-owned quarries, except on a cost-plus basis—the contract was terminated by 
the Department. The contractor was reimbursed $121,399, of which $94,920 was paid 
during the year under review, for direct costs incurred by him in his largely abortive 
effort, plus an allowance for overhead. 

In May 1960 a contract was entered into with another company to complete construc- 
tion of the breakwater (slightly larger than originally specified) and it was completed 
at a cost of $134,854. The required armour stone was obtained from two privately- 
owned quarries within a mile of the work. 

After making allowance for the value of the core stone which was still in position 
when the second contract was undertaken, and work which had been performed in the 
construction of an access road, it was estimated that the total outlay of $256,253 
included a non-productive cost of approximately $95,000, sustained because the first 
contractor was misled with respect to the availability of armour stone in the specified 


quarry. 
New wharf and shed facilities, Corner Brook, Nfld. The Canadian National 
Railways requested that new wharf and shed facilities be provided at Corner Brook 
to service an enlarged coastal vessel fleet. A survey of possible sites resulted in the 
selection of a location along part of an area that was being filled by the Railways for 
expanded yard facilities. The Railways were advised of the selection in July 1958 and 
notified the Department of Public Works in the following month that the site was 
acceptable, and it was assumed by the Department that this concurrence would 
automatically suspend further filling operations. However, following the award of a 
contract for the construction of the new wharf and shed in 1960, it was found that an 
additional 15,000 yards of fill had been placed by the Railways after the original survey. 
The removal of this material, which was necessary in order that the wharf alignment 
coincide with required berth grades and railway track alignment, was carried out by the 
contractor at an additional cost of $66,750, which was paid during the year under review. 


Cost of maintaining unused office space, London, England. In 1959 the Department 
of Public Works was assigned responsibility for the provision and management of 
office space for Canadian Government departments in London, including office space 
previously controlled by other departments. 

One of the properties involved had been acquired in 1953 by the Department of 
Citizenship and Immigration under a leasehold agreement extending to 1994. As 4 
result of a consolidation of Canadian Government offices in London, the main building 
on the property was vacated in September 1961, with only the courtyard and out- 
buildings being used subsequently. 

The cost of renting and maintaining the unused premises approximated $18,000 during 
the last half of the year ended March 31, 1962. Up to the date of this report the Depart- 
ment of Public Works had been unable to dispose of the residue of the leasehold interest 
in the property on satisfactory terms. 
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16. Repairs to public wharf, Bayfield, N.S. In J anuary 1961 a contract was entered into 


i. 


18. 


19. 


by the Department of Public Works for repairs to the outer section of a public wharf 
at Bayfield. Shortly after work had been commenced by the contractor, local fishermen 
expressed concern over the possibility that the wharf would not be in a usable condition 
during the lobster season and that the repair work would have an adverse effect on 
the impounded lobsters, As a result, the contractor was ordered to suspend work until 


the beginning of July. He was subsequently paid $5,910 to cover costs incurred by him 
as a result of the suspension of the work. 


Delay in proceeding with construction of building addition, Stephenville, Nfld. 
Late in 1958, when the Department of Public Works was contemplating an addition to 
a Crown-owned building at Stephenville, the municipal council informed the Department 
that a building permit would not be granted unless arrangements were made for 
adequate parking facilities. Although the matter had not been resolved, the Department 
called for tenders and on March 2, 1959 the successful bidder was notified that his 
tender of $65,292 had been accepted. On March 12 he informed the Department that 
he had been refused a permit because of the parking situation. It was not until 
August 25, following extensive negotiations between the municipality and the Depart- 
ment, that the municipality consented to issue a permit, and work commenced on the 
following day. 

During the year under review the Contractor was paid an additional $5,136 to 
compensate him for expenses incurred as a result of the delay in proceeding with the 
work. 


Construction of housing units, Fort Smith, N.W.T. In August 1959 the Department 
of Public Works entered into a contract in the amount of approximately $370,000 
for the construction of a number of housing units at Fort Smith. Although the 
specifications required the contractor to arrange with the electrical supply authority for 
connection to its lines, a local representative of the Department undertook to make the 
necessary arrangements and in due course informed the contractor that power would 
be available on September 21, 1959. As the Department’s representative was remiss in 
completing arrangements, power was not made available until October 16. Due to 
the lack of power, it was not possible to operate the heating units in the houses and 
carpenters and sub-tradesmen were unable to work, or did so with reduced efficiency, 
until power became available. 

In January 1962 the contractor was paid $3,556 to compensate him for the additional 
costs thus incurred. 


Architectural services re proposed R.C.M.P. building, Markham, Ont. In 1958 the 
Royal Canadian Mounted Police was authorized to acquire a site at Markham on 
which to construct a divisional headquarters. The cost of acquisition was $127,500, 
including $52,000 for the provision of water services. In December 1959 a firm of 
architects was engaged by the Department of Public Works, acting for the Force, to 
prepare plans and specifications and to supervise construction of the proposed facilities. 
In April 1960, following a review of the suitability of the Markham site, the conclusion 
was reached by the Force that it was too remote from downtown Toronto to provide a 
satisfactory base for divisional operations. The consultants were accordingly ordered 
to stop work on the project pending further instructions. In the year under review they 
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were paid $9,439 calculated in accordance with the “abandonment of work” clause of 
the terms of engagement. No action has been taken for the disposal of the property. 


20. Construction of dwellings, Kenora, Ont. In September 1959 the Department of 
Transport advertised for tenders for the construction of three double dwellings, a 
single dwelling and related work at Kenora, Before a contract had been signed, the 
lowest tenderer, whose bid was $120,000, claimed that the plans and specifications 
provided for plumbing, heating and mechanical equipment on one side only of each 
of the double dwellings and that his price had taken this into consideration. He 
offered to do a complete job for $133,200. When efforts to induce him to proceed at the 
original tendered price were not successful, a second call for tenders was made in 
June 1960 after the plans and specifications had been modified to remove any possible 
ambiguities. The same contractor was again the low tenderer and his bid of $141,712 
was accepted. The work was completed during the year under review at a total cost 
of $142,096. 

The additional cost which thus indirectly resulted from the deficiencies in the plans 
and specifications used when inviting tenders is a matter of conjecture, but a reasonable 
assumption ig that it was in excess of $8,000. 


21. Architectural services re proposed air terminal building, Victoria, B.C. In July 
1960 the Department of Transport was authorized to engage a firm of architects to 
design and supervise construction of an air terminal building and associated facilities 
at the Victoria International Airport. Early in 1961, when it became evident that 
traffic in and out of the airport had declined sharply, a reassessment of space require- 
ments led to a decision to abandon the original proposal. The architects were paid 
$4195 for work completed on sketch plans, and were instructed to prepare new plans 
based on reduced space requirements. In March 1962, because of circumstances which it 
was felt might have a further adverse effect on traffic, the Department decided not to 
proceed with the second proposal and the architects were paid $24,281 for services 
rendered in the preparation of the related sketch plans and working drawings. As they 
were also paid $1,184 in reimbursement of travel expenses, a total of $29,660 was paid 
to them during the year under review in connection with abandoned plans. At the 
year-end the same architects had been engaged to prepare plans for a still more 
modest project. 


22. Architectural services for air conditioning system at air terminal building, Halifax, 
N.S. The Department of Transport requested the consultants who had been engaged to 
perform architectural services in connection with the construction of the terminal 
building at the Halifax International Airport, to prepare sketch plans and working 
drawings covering the design of an air conditioning system for the building. When it 
was decided to postpone the installation of the system in favour of a future installation 
of more modest design, the architects were paid $14,480 for work already done im 
connection with the unused plans. 


Summary of Assets and Liabilities 


116. The Statement of Assets and Liabilities as at March 31, 1962, with comparable 
figures at the end of the preceding year, prepared by the Department of Finance for 
inclusion in the Public Accounts and certified by the Auditor General in accordance with 
section 64 of the Financial Administration Act, is reproduced as Appendix 2 to this report. 
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Assets 


117. The following table lists the assets at March 31, 1962 by main headings in the 
Statement of Assets and Liabilities (Appendix 2) in comparison with the corresponding 
balances at the close of the two previous fiscal years: 


March 31, 1960 March 31, 1961 March 31, 1962 


oe ge $ 862,147,000 ¢ 784,348,000  $ 1,246,016,000 
Advances to the Exchange Fund Account 1,960,000,000 2,024,000,000 1,793,000,000 
Sinking fund and other investments held for 
retirement of unmatured debt ........... 85,272,000 17,018,000 19,432,000 
Loans to and investments in Crown corpora- 
acc bilan Teen ee el 3,437,663,000 3,614,188,000 3,985,330,000 
Loans to national governments ............ 1,414,528 000 1,378,196,000 1,339,797 ,000 
Other loans and investments .............. 943,470,000 1,035,651,000 993,863,000 
Securities held in trust .................... 30,612,000 30,042,000 25,837,000 
Delerred -chargts la) 2. ag hii secesesol d. La. 616,293,000 733,702,000 727,826,000 
Muspense, accounts: [ss sees dads do ede ice. 33,000 136,000 136,000 
Inactive loans and investments ............ 93,539,000 94,825,000 94,824,000 
PML RN eB ce oisinie's «'o oe Cue 9,443,557,000 9,712,106,000 10,226,061,000 
Less—Reserve for losses on realization of 
ry lect SE LE BD eee ee ee ee ee 546,384,000 546,384,000 546,384,000 
CRE» Syl bed ell led ea $ 8,897,173,000 $ 9,165,722,000  $ 9,679,677,000 


118. Current assets. The balances included under this heading at March 31, 1962, 
with the comparable balances at the close of the two previous years, were: 
| March 31, 1960 March 31, 1961 March 31, 1962 
eee emp aaumos Lynd arene seg ot $ 565,436,000  $ 486,760,000  $ 895,321,000 


Departmental working capital advances and 
| revolving funds: 


Agricultural commodities stabilization account 120,698,000 90,198,000 132,783,000 

Defence production revolving fund ............ 20,667,000 15,651,000 27,297,000 

| DME Rs iredy valde dedi oud diins «BAe vis odds 54,645,000 65,234,000 63,300,000 
| 196,010,000 171,083,000 223,380,000 
| Securities held for the securities investment account 77,863,000 101,454,000 94,608,000 
ema Gustens. ammata In NA Ass 22,838,000 25,051,000 32,707,000 


$ 862,147,000  $ 784,348,000  $1,246,016,000 
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The increase of $409 million in cash balances during the year under review may be 
accounted for as follows: 


Net increase in unmatured debt outstanding (see paragraph 135) $ 878,000,000 


Net amount received from other non-budgetary transactions 
(including net repayments of $231,000,000 of advances to the 


Fexchange Fund Account) v.< a -< enue is eens es oe es os 330,000,000 
1,208,000,000 
Deduct— 
Budgetary deficit—excess of expenditure over revenue for 
the ‘year 2. 20 gyieaane Op vd os + RE epee eee nee eee ek $ 791,000,000 
Decrease in cash in hands of collectors and in transit ...... 8,000,000 
——_—_—__——— 799,000,000 
$ 409,000,000 


The $132,783,000 balance of the Agricultural Commodities Stabilization Account at 
March 31, 1962 was $42,585,000 (47%) greater than the corresponding amount at the end 
of the preceding year, the difference being more than accounted for by the increase of 
$45,349,000 in the inventory of butter held by the Agricultural Stabilization Board (see 
paragraph 181.). 

The increase of $11,646,000 in the Defence Production Revolving Fund was more 
than accounted for by working capital advances of $14,295,000 made to Canadair Limited 
for the production of five CL-44 aircraft. 

The decrease of $6,846,000 in the balance of the Securities Investment Account was 
accounted for by (a) a decrease of $19,364,000 in the temporary holdings of securities of 
Canada by the Minister of Finance under the authority of section 17 of the Financial 
Administration Act offset, in part, by (b) securities of $12,158,000 (market value at 
December 31, 1961) received by the Minister of Finance on February 21, 1962 on assign- 
ment from the Canadian Arsenals Limited Pension Fund, with the approval of the 
Governor in Council, upon the transfer to the Public Service Superannuation Account of 
the liability for the payment of pensions to pensioners and former contributors to the 
Fund. Under the terms of this transfer, the Minister of Finance is to credit the Public 
Service Superannuation Account with the proceeds to be derived from the sale of these 
securities. There were no sales during the period from February 21 to March 31, 1962, at 
which date the securities had a market value of $12,091,000. 


119. Advances to the Exchange Fund Account. This Account is operated by the Bank 
of Canada on behalf of the Minister of Finance, and advances are made by the Minister 
from time to time within the maximum ($2,500,000,000 at March 31, 1962) authorized 
by the Governor in Council under section 23 of the Currency, Mint and Exchange Fund 
Act, R.S., ¢.815. The advances to the Account at each year-end are included in the State- 
ment of Assets and Liabilities at their total, less repayments, with a parenthetical note 
associated with the item giving the market value of the investments from the advances. 
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Thus at March 31, 1962 the amount shown for “Advances to the Exchange Fund Account” 
was $1,793,000,000, being the total of the advances less repayments, whereas the market 
value of investments from advances was $1,759,690,000, indicating an unrecorded defici- 
ency of $33,310,000. By comparison, the corresponding unrecorded deficiencies at the close 


of the two previous years were $154,042,000 at March 31, 1961 and $213,695,000 at March 
31, 1960 (see paragraph 141). 


A summary of the transactions in the Account for its financial year ended December 
31, 1961 is included in paragraph 194 of this report. 


120. Sinking fund and other investments held for retirement of unmatured debt. 
This item represents the investments held for the sinking fund maintained with respect 
to Newfoundland loans assumed under the Terms of Union. The $19,432,000 holding at 
March 31, 1962 was $2,414,000 greater than the corresponding holding of $17,018,000 at 

the close of the preceding year. 


121. Loans to and investments in Crown corporations. The following table lists these 


loans and investments at March 31, 1962, with the comparable balances at the close of 
| the two previous years: 


) 


March 31, 1960 March 31, 1961 March 31, 1962 
Central Mortgage and Housing Corporation$ 1,318,683,000 $ 1,510,711,000 $ 1,701,029,000 


| Canadian National PBI S Swe eee dbeert | 1,207,808,000 1,092,590,000 1,165,039,000 

| The St. Lawrence Seaway Authority ...... 315,927,000 339,927,000 368,216,000 

Farm’ Credit Corporation ...:............. 115,700,000 155,754,000 209,971,000 

| National Harbours Board .................. 161,398,000 172,770,000 178,743,000 
| Northern Ontario Pipe Line Crown Corpora- 

ES LATER LE TS es ee 121,500,000 123,750,000 119,035,000 

Atomic Energy of Canada Limited ........ 59,374,000 60,930,000 65,827,000 
Canadian Overseas Telecommunication Cor- 

Re eee Bi SOA TSI We. 22,590,000 31,686,000 37,918,000 

National Capital Commission .............. 17,742,000 25,232,000 31,478,000 

Polymer Corporation Limited ............. 30,000,000 30,000,000 30,000,000 

Northern Canada Power Commission ...... 25,586,000 26,463,000 26,158,000 

DEE RTRNOCOM SOOT S Tere oc 8 IUCN 41,355,000 44 375,000 51,916,000 


$ 3,437,663,000  $ 3,614,188,000  $ 3,985,330,000 


| The increase of $190 million in the amount shown for Central Mortgage and Housing 
mee during the year ended March 31, 1962 is largely accounted for by advances 
of $224 million during the year, pursuant to section 22 of the Central Mortgage and 
Housing Corporation Act, R.S., ¢.46, less repayments of $46 million in respect of advances 
made under this section in previous years. 

| The increase of $72 million in the amount shown for Canadian National Railways 
was accounted for by (a) advances of $139 million under Canadian National Railways 
Financing and Guarantee Acts and by a further investment of $21 million in 4% preferred 
stock in the Company pursuant to section 6 of the Canadian National Railways Capital 
; 

| 


| 
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Revision Act, R.S., ¢.311, less (b) reductions of $66 million and $7 million as a result of 
charging to Expenditure the temporary loans made to the Canadian National Railways 
and Trans-Canada Air Lines, to meet their 1961 income deficits, together with a repay- 
ment of $15 million in respect of previous years’ advances. 


Further loans of $14 million to The St. Lawrence Seaway Authority during the year 
under review, plus an additional $14 million for deferred interest on loans, accounted for 
the increase of $28 million during the year to bring the investment in the Authority to 
$368,216,000 at March 31, 1962 (see also paragraph 178). 

The increase of $54 million in the amount for the Farm Credit Corporation is due to 
further loans of $52 million under the Farm Credit Act, 1959, ¢.43, together with an 
increase in the capital of the Corporation from $6.4 million to $8.1 million. 


122. Loans to national governments. The following is a listing of the balances of these 
loans at March 31, 1962 in comparison with the corresponding balances at the close of the 
two previous years: 


March 31, 1960 March 831, 1961 March 31, 1962 
HOLD nua. Heetags » s tees RIOT ae leaeht 4 nas $ 39,219,000 §$ 36,912,000 $ 34,605,000 
RUBIO «ce takes wheats Saas aoe cad aes 152,100,000 143,650,000 135,200,000 
DRE aso alg vad Pea heal bse en Se ea oe a 33,000,000 29,546,000 24,831,000 
dt LAAT) hs. 5 a1: AA US RON ei 70 ag pr ee 79,177,000 74,013,000 68,850,000 
United. Kingdom 54.4 .cies Bigs. . eee 1,108,287 ,000 1,091,544,000 1,074,476,000 
Other-countrics. .. wis paeaves be a occ RS 2,745,000 2,531,000 1,835,000 


$ 1,414,528,000  $ 1,378,196,000  $ 1,339,797,000 
The reductions totalling $38 million during the year ended March 31, 1962 were the result 


of the continued repayment of each of the loans as the instalments fell due. 


123. Other loans and investments. The balances comprising this asset item at March 
31, 1962, with comparable balances at the end of the two previous years, were: 


March 31, 1960 


Subscriptions to capital of and working 
capital advances and loans to international 
organizations 


March 31, 1961 March 31, 1962 


Wave cal tuntencee cee tie: ee $ 605,175,000 $ 631,127,000 $ 659,936,000 
Veterans’ Land Act advances .............. 188,903,000 199,644,000 207,953,000 
Less—Reserve for conditional benefits ... 37,277,000 33,552,000 30,598,000 
151,626,000 166,092,000 177,365,000 
Loans to provincial governments .......... 99,396,000 98,372,000 97,879,000 
Balances receivable under agreements of sale 
of ‘Crown ansetays. onal urs ees ee 15,982,000 12,094,000 10,622,000 
Loans to Old Age Security Fund .......... 28,001,000 17,283,000 — 
Loans to Unemployment Insurance Com- 
aos a ie eet AML ML 8a — 67,000,000 i 
Mher balances. <a jock. 2 ble ped 43,290,000 43,683,000 48,071,000 


$ 943,470,000 


$ 1,035,651,000 


$ 993,863,000 
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The following is a listing of the balances comprising the $659,936,000 shown for the 
first item in the above table at March 31, 1962: 


Subscriptions to capital: 


SMVNUNMERE EUDEOSEE RUINS 5 cy rcD. Sree cece ccc r esc e reg kOe $ 564,661,000 
International Bank for Reconstruction and Perelonmeant (O14 FOr wera 73,680,000 
International Development Association ...........0.0 00.0 cececececececeece cen, 16,366,000 
International Finance Corporation ........... 0.0... ccc ceeesseeeuceecececcecce. 3,522,000 
658,229,000 

Working capital advances and loans .................ccceceecccccecceuceccccecca, 1,707,000 


$ 659,936,000 


| During the year ended March 31, 1962, Canada’s subscription to the International 
Monetary Fund was increased by $21 million through the issue of additional non- 
interest bearing notes following revaluation of the Canadian dollar portion of the 
subscription, based on the rate of exchange for the United States dollar at January 31, 
1962. 

Section 11 of the Old Age Security Act, R.S., ¢.200, provides for the establishment 
of a special account in the Consolidated Revenue Fund to which shall be credited the 
taxes levied by the Act, and provision is made for temporary loans to the special account. 
At March 31, 1960 the temporary loans amounted to $28,001,000. These were partially 
‘repaid in 1960-61 with the balance of the loans being discharged during 1961-62. 

The loans to the Unemployment Insurance Commission in 1960-61 were repaid in 


| full during the fiscal year ended March 31, 1962 (see paragraph 200). 


| 124. Securities held in trust. The $25,837,000 total of balances comprising this item 
in the Statement represents securities held for the following accounts: contractors’ 
Security deposits, $11,114,000; guarantee deposits in respect of oil and gas permits, 
$4,728,000; guarantee deposits in respect of customs duties and excise taxes, $4,273,000; 
pilots’ pension funds, $3,433,000; and other, $2,289,000. 


125. Deferred charges. The balances included under this heading at March 31, 
1962, in comparison with the corresponding balances at the close of the two previous 
years, were: 
March 31,1960 March 31,1961 March 31, 1962 
| Unamortized portion of actuarial deficiencies— 


Canadian forces superannuation account ....... $ 326,300,000  $ 326,300,000  $ 326,300,000 
Public service superannuation account ........ 139,000,000 276,661,000 276,661,000 

| Royal Canadian Mounted Police superannuation 
man 2s SOI. Fetes. i. avid. dik geeks — -- 3,533,000 
465,300,000 602,961,090 606,494,000 
Unamortized loan flotation costs .............055 150,993,000 130,741,000 121,332,000 
$ 616,293,000 $ 733,702,000 $ 727,826,000 
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The amounts appearing under the heading “unamortized portion of actuarial de- 
ficiencies” represent the balances of amounts set up in the accounts when bookkeeping 
entries were made for the purpose of increasing the balances at credit of the relative 
superannuation accounts. In paragraph 144 the Audit Office view is again restated 
that these bookkeeping entries should not have been made. 

The item “unamortized loan flotation costs’ records the unamortized portion of 
the cost of discounts and commissions incurred in the issuance of loans. The following 
is a summary of the transactions for the year under review: 


TRAIANCO. FOTW 2s COU ce ove cas WG oes Saige ae le es ap me oie ee $ 130,741,000 
Add: Costs incurred in issuing new loans during the year ........ 36,224,000 
166,965,000 
Deduct: 
Amortization charges included in 1961-62 Expenditure ........... $ 44,998,000 
Adjustments due to cancellations, exchanges and conversions ... 635,000 
45,633,000 
Balance; Match 3), TWG2 ci .cc Sie cas an cas ce Rea ete ee os ee $ 121,332,000 


126. Suspense accounts. The $136,000 shown for this item on the assets side of the 
Statement represents the balance, unchanged during the year under review, of the 
Cheque Adjustment Account, which reflects the total of the individual balances that 
remained unadjusted in the process of reconciling payments to the chartered banks 
for redemption of paid cheques, with the totals of the relative cheques as subsequently 
determined. The balance includes amounts relating to the fiscal years 1942-43 to 1960-61. 


127. Inactive loans and investments. The $94,824,000 shown for this item in the 
Statement at March 31, 1962 comprised the following balances: 


Loan to China, in 1946, under the Export Credits Insurance Act ..........cccceeee $ 49,426,000 
Loans to Greece and Roumania, in 1919, for the purchase of goods produced in 
Canada coc s cin enainscewies ans olthledge hari a te lene. 6 Atlee ani ene 30,854,000 


Balance arising out of implementation of guarantee, given under the Export Credits 
Insurance Act, of loans by chartered banks to Ming Sung Industrial Company 


(carrying prior guarantee by the Government of China) .........cecccceececeees 14,470,000 
Loan to Province of Saskatchewan, in 1908, for the purchase of seed grain ........ 74,000 
$ 94,824,000 


There were no changes in these balances during the year under review. 


The $74,000 shown as a loan to the Province of Saskatchewan represents the balance 
remaining of advances totalling $861,000 made to the Province under the authority of 
Vote 281, Supplementary Estimates 1907-08. Under this authority, the federal government 
undertook to pay for seed grain supplied to settlers in Saskatchewan and the total 
amount advanced was to be paid back by the Province in 1909. In practice, however, the 
Province has remitted yearly only what it received from the farmer debtors. 
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Liabilities 
128. ‘Lhe following table lists the liabilities at March 31, 1962 by main headings in 


the Statement of Assets and Liabilities (Appendix 2) in comparison w 


ith the correspond- 
ing balances at the close of the two previous fiscal years: 


March 31, 1960 March 81, 1961 March 31, 1962 


Current and demand liabilities ............ $ 1,099,057,000  $ 1,147,561,000 § 1,234,081,000 
Deposit and trust accounts ................ 242,673,000 239,667,000 266,624,000 
Annuity, insurance and pension accounts ... 3,565,376,000 3,955,510,000 4,245 ,942,000 
Undisbursed balances of appropriations to 

PCIE BIANEIE Co  k u's kk oo dpe Co owe nie ne 96,620,000 104,493,000 115,135,000 
eter credieen ys LOG, PNET. 83,961,000 79,073,000 94,991,000 
RI DETIAAS BECOUNEBS gneve widcinicivm ace oaacccece 8,528 000 8,618,000 5,305,000 
RENNIE, ON a sah kc eo ob aes 15,890,152 ,000 16 ,067,915,000 16,945,736,000 


$ 20,986,367 ,000 $ 21,602,837,000 $ 22,907,814,000 


129. Current and demand liabilities. The balances comprising this item in the State- 


ment at March 31, 1962, with the comparable balances at the close of the two previous 
_ years, were: 


| March 31, 1960 March 31, 1961 March 31, 1962 


Non-interest bearing notes payable to the 
International Monetary Fund and _ the 
International Development Association ..$ 376,000,000 $ 383,660,000 $ 372,032,000 


| Ce Or 245,099,000 221,396,000 280,711,000 
Outstanding Treasury cheques ............ 228,768,000 251,741,000 265,658,000 
Puberetiencrraed fi, Pe: alt. a... ous fhe. 137,622,000 154,016,000 174,601,000 


| 6 a aE cgalha Oe ae a ee 111,568,000 136,748,000 141,079,000 


$ 1,099,057,000 $ 1,147,561,000  $ 1,234,081,000 


130. Deposit and trust accounts. The following is a listing of the balances included in 
this item at March 31, 1962 in comparison with the corresponding balances at the close 
_ of the two previous fiscal years: 


March 31,1960 March 31,1961 March 31, 1962 


Provincial tax collection agreements .............. — — $ 37,986,000 
MEY AO, CE og ssa vw eH nulvdchveecend $ 29,224,000 $ 28,516,000 28,523,000 
Pet (ition Saving. Banke oon is des acs nase eects 29,372,000 28,513,000 27,365,000 
| Depos:ts by Crown corporations ................ 12 625,000 19,400,000 24,175,000 
| Contractors’ security deposits ...............0005 27,705,000 21,804,000 18,003,000 
) amiracrors noldnagor a, 0... . 6 Ks ocisaeess isons 17,398,000 15,635,000 17,793,000 
| EE | 16,104,000 16,117,000 16,117,000 
| United States of America ....................5: 33,927,000 36,686 000 12,228 000 
Canadian Arsenals Limited Pension Fund ...... — — 12,158,000 
Canadian Pension Commission (Administration 
oP goes poeeey doatlinomanbeie © CRE OSN Thg ae 10,281,000 10,980,000 12,087,000 
: sustahtes denosiiag) Oe... i .524.5.. A cao 14,437,000 13,758,000 10,403,000 
ee) 6 arr 51,600,000 48 258,000 49,786,000 


$ 242,673,000 $ 239,667,000 $ 266,624,000 
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The amount shown for “provincial tax collection agreements” at March 31, 1962. 
represents the provision for balances owing to several provinces in respect of collections 
made under agreements whereby the Government of Canada was to collect provincial 
personal and corporation taxes which were to take the place of payments to the provinces 
under the former tax rental agreements. 

An explanation of the balance due in respect of the Korean Operations Pool was given 
in the 1960 report (paragraph 99). 

The $12,158,000 shown for “Canadian Arsenals Limited Pension Fund” at March 31, 
1962 represents the credit given for securities which were taken over from the former 
fund and were being held in the Securities Investment Account pending their sale (see 
paragraph 118). 

The $49,786,000 shown for “other balances” at March 31, 1962 represents the total 
of 88 balances then outstanding, including: collections on instalment purchases of Canada 
savings bonds for public service employees, $12,416,000; National Harbours Board 
special accounts, $7,592,000; Army Benevolent Fund, $6,278,000; veterans’ trust funds, 
$6,204,000; deferred pay of Armed Forces personnel, $2,813,000; and National Research 
Council special fund, $1,973,000. 


131. Annuity, insurance and. pension accounts. The balances making up this item at 
March 31, 1962 in comparison with the corresponding balances at the close of the two 
previous years, are given in the following table: 


March 31, 1960 March 81, 1961 March 31, 1962 


Government annuities .............60se05 $ 1,156,867 ,000 $ 1,199,123 ,000 $ - 1,235,305,000 
Public Service Superannuation Account .... 1,229,620,000 1,468,848 ,000 1,586,929,000 
Canadian Forces Superannuation Account .. 1,053,011,000 1,155,333,000 1,279,239,000 
Wes ak 9 a Ye a ROCK Pia ones eR BIN I 125,878,000 132,206,000 144,469,000 


$ 3,565,376,000 $ 3,955,510,000 $ 4,245,942,000 


The following is a summary of the transactions in the Government Annuities Account 
during the year under review: 


OUST am! el nf ee ee ee ee $ 1,199,123,000 
Add: ) 
PPEMNUNS: FORCE VEU ey snc Zo ae een ee eee 4° 43,479,000 
LETS TS gs 2 ge Oe OD ih A aR te wt hm nr pa 46,011,000 
——____—___—. 89,490,000 
1,288,613,000 
Deduct: 
Vested annuity and commuted value payments and refunds 53,016,000 
Transfer to Revenue of the excess of the Fund over the 
valuation of annuities outstanding ...........c.ecececece 292,000 
enciretaeumauneoal 53,308,000 


Dalates)sMarch@l;'ase2!. 6... westatie ths Davee 2 $ 1,235,305,000 


A summary of the transactions in the Public Servi 
the year ended March 31, 1962 is as follows: 


Balance, April 1, 1961 
Add: 


Contributions by participants 
Contributions by Government 


Interest credits 
Other credits 


Deduct: 
Annuity payments .. 


Withdrawals of contributions 


Other charges ....... 
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$ 53,579,000 
49 256,000 
61,169,000 

270,000 


39,104,000 
6,590,000 
499,000 
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ice Superannuation Account during 


$ 1,468,848 ,000 


164,274,000 


1,633 ,122,000 


46,193,000 


$ 1,586,929,000 


_ Reference is made in paragraph 144 concerning the composition of the balance at credit 


of this account. 


The following is a summary of the transactions in the Canadian Forces neat te hal 
tion Account during the year ended March 31, 1962: 


t 


Balance, April 1, 1961 


Se) 6 C2 ee Oe ©. > S 65s Tie Cree S Se 685. eee Bin oe © 


Add: 
Commons OY parucipants .20. wc. .s. acl eel fee eect! $ 33,629,000 
temerioutions by Goverment iss occ. aiid docewi edi cnn 24 55,985,000 
RO ah ggg sng o's thas ee 48,050,000 
SMM vas yy va ance éce, coed te en, 331,000 
Deduct: 
I RMOMeIe ID iG, Yet ke catiate Fab oite 7,321,000 
Gratuities and withdrawal allowances ..................-. 6,690,000 
(EET par ce gt lg i ta dae leit le a 78,000 


Balance, March 31, 1962 


Stee Wee SSHRC SDRC HESS HeO OP ER EHR EO HRB 


$ 1,155,333,000 


137,995,000 


1,293 328,000 


14,089,000 


$ 1,279,239,000 


A comment is made in paragraph 145 regarding the composition of the balance at credit 


of this account. 


Included in the $144,469,000 shown for “other balances” at March 31, 1962 in the 
table given above with respect to “annuity, insurance and pension accounts”, 
$14,535,000 uninvested portion of the Unemployment Insurance Fund on deposit with 
the Receiver General. A summary of the transactions in the Fund during the year under 
review, in comparison with the corresponding amounts for the two previous fiscal years, 


is given in paragraph 200. 


is the 


_. Also included in the “annuity, insurance and pension accounts” is a balance of 
$1,564,000 standing to the credit of the Old Age Security Fund at March 31, 1962. The 


59166-9—63 
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following is a summary of the transactions relating to the Fund during the year in 
comparison with the corresponding amounts for the two previous years: 


1959-60 1960-61 1961-62 
Collections of tax 
Chee Wa siete nce ie deat MA Te ee ee $ 270,000,000 $ 270,231,000 $ 284,879,000 
On personal incomes ...6.6i.5 lis 6.40 wld ee ese 185,550,000 229,400,000 258,950,000 
On corporation INCOMES .........eeeeeerereees 91,336,000 103,500,000 100,125,000 


546,886,000 603,131,000 643,954,000 
Payments of pensions under the Old Age Security 


ROG coca ov ab. Sok vay eD RMA Oa vid eee ees ae 574,887,000 592,413,000 625,107,000 
Surplus or (deficiency) during the year .......... (28,001,000) 10,718,000 18,847,000 
Preceding year’s balance brought forward ...... — (28,001,000) (17,283,000) 
Balance alo Vear-end. cir eee duda bis etaine pat $ (28,001,000)  $ (17,283,000) $ 1,564,000 


As the pension rate was increased from $55 to $65 per month effective February 1, 1962, 
the Fund bore the cost of the pensions at the increased rate for only the last two months of 
the fiscal year under review. 

The balance at eredit of the Members of Parliament Retiring Allowances Account is 
also included among the balances comprising the “annuity, insurance and pension 
accounts” item. Comments regarding the operation of this Account are made in paragraph 
147. 


132. Undisbursed balances of appropriations to special accounts. The following is a 
listing of the balances comprising this item in the Statement of Assets and Liabilities, 
compared with the corresponding balances at the close of the two previous years: 


March 31,1960 March 31,1961 March 31, 1962 


ee te Pa os ara i side eee $ 62,966,000 $ 67,533,000 $ 77,626,000 
Railway Grade Crossing Fund ................. 31,196,000 34,050,000 33,754,000 
Nate! “Camital chang «shanks <oveciee teen eae 2,360,000 2,810,000 3,660,000 
CPE eS tL al as dies, Obicry coke atm Gy RA Woe cee ee ee 98,000 100,000 95,000 


$ 96,620,000 $ 104,493,000 $ 115,135,000 


During the year ended March 31, 1962 an amount of $50 million, provided by Vote 89 
under the Department of External Affairs, was credited to the account for the Colombo 
Plan, while expenditures totalling $39,907,000 were charged to the account for aid given 
to countries in South and South-East Asia. 


Amounts totalling $10 million, provided under section 265 of the Railway Act, RS., 
c.234, and Vote 448 under the Department of Transport, were credited to the account 
for the Railway Grade Crossing Fund during 1961-62, while expenditures totalling 
$10,296,000 were incurred in aiding in the cost of installation of protective devices at 


railway grade crossings, grade separations and reflective markings on the sides of railway 
cars. 
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During the year ended March 31, 1962 an amount of $5,100,000, provided by Vote 377 
under the Department of Public Works, was credited to the account for the National 
Capital Fund, while amounts totalling $4,250,000 were charged to the account for pay- 


ments to the National Capital Commission to finance the cost of capital projects approved 
by the Governor in Council. 


133. Deferred credits. The following is an analysis of this item at the close of the 
1961-62 fiscal year and the two previous years: 


March 31,1960 March 31,1961 March 31, 1962 


Deferred interest on loans made under the 
United Kingdom Financial Agreement Act, 


a a ee ai ny 5 6 erd'a a oe BO $ 44,174,000 $ 44,174,000 $ 44,174,000 
Deferred interest on loans to The St. Lawrence 

CEE FM ce ceu a dnsuinseocs.ouune ne 19,427,000 19,427,000 33,716,000 
Credits arising from the recording of agreements 

Or, Ware we Crown aescie ..)............4..0.. 13,554,000 9,955,000 8,772,000 


Equity in agency account of Crown Assets Dis- 


ee ar 5,603,000 4,929,000 7,242,000 
RMN EIR ee Bas hires & ode vu ves 1,203,000 588,000 1,087,000 


$ 83,961,000 $ 79,073,000  $ 94,991,000 


The only significant change during the year was the increase of $14,289,000 in the 
deferred interest on loans to The St. Lawrence Seaway Authority. This deferred interest 


is payable by the Authority over a 46 year period commencing in 1964, along with repay- 
ments of principal. 


134. Suspense accounts. The reduction of $3,313,000 during the year in this item on 
the liabilities side of the Statement was largely accounted for by the reduction of 
$3,190,000 in the balance at credit of the Replacement of Materiel Account maintained 
pursuant to section 11 of the National Defence Act. During the year under review credits 
to the Account for the proceeds of sales to other countries of “materiel not immediately 
required” totalled $2,810,000 while an amount of $6,000,000 was applied towards the 


_ procurement of replacement materiel. 


135. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 


1962, in comparison with balances outstanding at the close of the two previous years, is 
as follows: 


March 31, 1960 March 31, 1961 March 31, 1962 


Bonds 
Payable (Canasta reer .io. ses i eal: $ 13,563 341,000 $ 14,002,751,000 $ 14,930,571,000 
CPUS A Po re se. 51,811,000 31,989,000 31,990,000 
Pepa Ce Pew VOT un cs nocenscys 150,000,000 98,175,000 98,175,000 
13,765 ,162,000 14,132,915 ,000 15,060 ,736,000 
Treasury Bills (not exceeding 180 days) .. 2,125,000,000 1,935,000,000 1,885,000,000 


$ 15,890,152,000 $16,067,915,000  $16,945,736,000 
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The increase of $928 million in unmatured bond debt payable in Canada was the 
amount by which new borrowings of $3,456 million during the year exceeded redemptions 
of $2,528 million of prior issues. Canada savings bonds accounted for $1,038 million of 
the new borrowings and $538 million of the redemptions. Also included was the $62 
million unredeemed portion of a special issue of non-marketable bonds to the Unemploy- 
ment Insurance Commission in exchange for other securities previously held by the 
Unemployment Insurance Fund (see paragraph 148). 


Issues payable in London are valued on the basis of £1 Sterling equals $2.80 Canadian 
while those payable in New York are valued on a dollar for dollar basis. 


Of the bonds outstanding at March 31, 1962, the following issues, all payable in 
Canada, fall due within the current fiscal year: 


Lean ge 1961 duavilnge dy 1962 Ae acc ees ow catences u.bthes be tka See $ 100,000,000 
Loan of 1960 die June 15, 1960-0 ack shiek ances avan cena + ot a eh eee 190,000,000 
Canada savings. bonds of 1951 due August 1,°19627.2..2.0i¢esavh 4 ewetedmes 24,287,400 
Lioan of -1961.dué Auenaet 1, 1902) Goes ire es eee A eT ee es i ee 335,000,000 
Loana-ot 1660,and/1900-due. October 1, .19G2 6 fs vcckGuusiece bs «se eee useeeeeeuee 268,497,000 
Loan (ofs1960 .due<Detemiber ti... (960; FUCA. ica c Peis ccecrniewle oeitedt res Se 140,000,000 
Loam 1901 due December 1h, TUG). cactnc sein de als ce tad «etree es en 375,000,000 
Loan) of 1950 due January. 1 1968 ~< 20%. cingek voce Ge ieires eee ee 100,000,000 


$ 1,532,784,400 


Net Debt 


136. With the Liabilities amounting to $22,907,814,000 (paragraph 128) and the 
Assets to $9,679,677,000 (paragraph 117), the Net Debt at March 31, 1962 was $13,228,- 
137,000. The following is a statement of the Net Debt Account for the year under review: 


Balasre, Aprtibede. 19610: . NPA Ee. shes. Geet Ea $ 12,437,115,000 
Add—Deficit for the fiscal year 1961-62: 
EXEPOnGHUre- isdwecdsasdduony caeneeee ee eee $ 6,520,646,000 
Revenue Westie die A a Va 5,729,624,000 
————_—_——_—__—— 791,022,000 
Balance, March Q1, “1062 oo c40)95 jaa AU OD ceria yb $ 13,228,137,000 


Contingent Liabilities 


137. A note on the Liabilities side of the Statement of Assets and Liabilities gives 
the totals of the several classes of contingent liabilities outstanding at the year-end, and 


makes reference to the appendix to the Public Accounts (Volume I, page 167) where 
details are to be found. 


ll 


| 
| 
| 


AUDITOR GENERAL’S REPORT 73 


The following is a summary of the main contingent liabilities with determinate 


amounts which were outstanding at March 31, 1962, in comparison with the corresponding 


amounts at the close of the two preceding years: 


March 31, 1960 March 31, 1961 March 31, 1962 


Railway securities guaranteed as to prin- 


WEEE MET SRPMS es eS ey oes $ 1,430,051,000  $ 1,672,634,000 ¢$ 1,636,100,000 
Deposits maintained by chartered banks in 

ROO Geta er. se bees) &. ois 619,905,000 656,295,000 696,008,000 
Insured loans made by approved lenders 

under the National Housing Act, 1954 .. 2,671,918,000 3,017,404 ,000 3,640,000,000 
Guarantees under Export Credits Insurance 

RMN A RENO S yew LGUs 05. ais'e's ha ey Cx « 96,181,000 109,934,000 291,700,000 
Loans made by chartered banks to Cana- 

SD a a a ee 109,396,000 125,558,000 113,555,000 
Other contingent liabilities of determinate 

Mem er Chae cues fe ee ee eas 67,552,000 89,783,000 66,299 000 


$ 4,995,003,000  $ 5,671,608,000  §$ 6,443,662,000 


Among the contingent liabilities of indeterminate amount is that in respect of loans 


made by approved lending institutions under National Housing Acts prior to the 1954 Act. 


Comments on Assets and Liabilities 


138. Section 64 of the Financial Administration Act requires that there be included 


in the Public Accounts “a statement, certified by the Auditor General, of such of the assets 


and liabilities of Canada as in the opinion of the Minister [of Finance] are required to 


show the financial position of Canada as at the termination of the fiscal year”. 


139. The Statement of Assets and Liabilities at March 31, 1962 was prepared by the 


Department of Finance on the same basis as in previous years, the following explanation 


concerning this basis being included in the introduction to the Public Accounts: 


“With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except when 
these are held as charges against working capital accounts or revolving funds) nor are public 
works and buildings or other fixed or capital assets. Following the principle that only realiz- 
able or interest- or revenue-producing assets should be offset against the gross liabilities, costs 
of capital works are charged to expenditures at the time of acquisition or construction. Con- 
sequently, government buildings, public works, national monuments, military assets (such as 
aircraft, naval vessels, and army equipment) and other capital works and equipment are 
recorded on the statement of assets and liabilities at a nominal value of $1 as the value is 
not considered as a proper offset to the gross liabilities in determining the net debt of Canada. 


“On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, under 
section 35 of the Financial Administration Act, liabilities under contracts and other accounts 
payable at March 31 if paid on or before April 30 may be charged to the accounts for the 
year. These are recorded as accounts payable in the ‘Current and demand liabilities’ schedule 
to the statement of assets and liabilities.” 
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While the Statement of Assets and Liabilities may seem to correspond in appearance 
to the balance sheet of a large commercial undertaking, it is important for the reader to 
understand that it is not a balance sheet within the generally accepted meaning of the 
term. This is because the Statement in its present form omits a number of items which 
would normally appear as assets on a commercial balance sheet while at the same time 
including others which are of doubtful value. Similarly, certain items appear as 
liabilities which are not generally found as such in commercial practice. The manner 
in which the excess of liabilities over net assets is shown as a “net debt” item on the 
assets side of the Statement is confusing; the term would be more understandable were 
it used to describe the net result shown by a statement exhibiting the outstanding debt 
at the termination of the fiscal year. 


The principal reason for the differences mentioned above stems from the fact that 
the governing legislation, namely, the Financial Administration Act, contemplates the 
accounting system being maintained on the cash basis instead of the accrual basis 
employed in commercial practice. This means that revenues are recorded only when they 
are received while the cost of goods and services is recorded only when they are paid 
for, subject to the modifications and exceptions recited in the above explanation. Com- 
mercial practice, on the other hand, almost exclusively employs accrual accounting, that 
is to say, revenues are recorded in the period in which they are earned or accrue while the 
cost of goods and services is recorded on the books during the period when they are used 
regardless of when they are paid for. 


The unique power given to the Minister of Finance to include in the Statement of 
Assets and Liabilities such assets and liabilities as in his opinion are required to show the 
financial position is in contrast to the limitations imposed, for example, on the chief 
executive officer of a commercial undertaking which must include in its balance sheet 
such assets and liabilities as are prescribed by federal and provincial legislation or called 
for by generally accepted accounting practice. 


Over the years the Audit Office has subscribed to the view that little advantage 
would be gained by attempting to convert the accounting system of the Government 
from the cash basis to the accrual basis. It has recognized that the executive government 
must know at all times what funds are required to be raised through taxation to meet 
expenditures expected to come in course of payment within the fiscal year. Parliament in 
turn must always be basically interested in examining the country’s financial needs in 
terms of cash required when considering budget proposals and estimates of proposed 
expenditures. The financial position at the termination of the fiscal year is accordingly 
reflected in the Statement of Assets and Liabilities on the modified cash accounting basis 
used by the Department of Finance. 


As will be evident from some of the following comments in this section of the report, 
we believe that the Statement and its contents can be improved from the standpoint of 
clarity and presentation so as to achieve maximum disclosure of facts and figures for the 
information of Parliament and the publie. 
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140. Accounts receivable. As explained in the quotation included in the preceding 
paragraph, taxes and other revenues receivable are not recorded as assets in the Statement 
of Assets and Liabilities. 


Information regarding the total accounts receivable of each department at the year- 
end, in comparison with the corresponding totals at the close of the preceding year, is 
given in the departmental sections of Volume II of the Public Accounts (with the excep- 
tion of the Taxation Division of the Department of National Revenue). There is, however, 
no one place in the Public Accounts where information regarding the departmental 
totals and the substantial over-all total of accounts receivable is available. It would be 
informative to Parliament were an appendix giving this information included in the 
Public Accounts in future. 


It has not been the practice over the years to include in the Public Accounts any 
information regarding amounts receivable by the Taxation Division of the Department 
of National Revenue, but it seems desirable that such information be made available to 
Parliament. 


The following summary of accounts receivable includes the totals given in the 
departmental sections of the Public Accounts at March 31, 1962, together with totals of 
balances receivable as at February 28, 1962 by the Taxation Division, as provided 
by that Division: 


Previous Years 


Department Current year Collectable Uncollectable Total 
CTE Tat len ned lt eta eee lied Rt ae $ 715,620 $ 795,611 $ 51,466 $ 1,562,697 
| Citizenship and Immigration ... 28,256 323,633 312,451 664,340 
| Defence Production ............ 4,187 13,664 259,329 277,180 
DUM Sets coco ates ese ot 150,627 2,432 30 153,089 
| Mational Defences. icc asx iad ott 4,565,080 965,958 185,077 5,716,115 
| National Health and Welfare .. 904,453 274,816 169,825 1,349,094 
| National Research Council ..... 101,713 14,305 150 116,168 
National Revenue— 
Customs and Excise Division 4,856,019* 2,304,292* 7,160,311 
. Taxsation “Division: . 0105. 035° 187,320,412* 15,825 ,226* 203,145,638 
| Northern Affairs and National 
| Peoria cere | ois ce See isda 99,187 14,114 18,617 131,918 
) COTS RO i ee 1,139,578 262,103 44,753 1,446,434 
| Royal Canadian Mounted Police 261,463 4,317 23 694 289,474 
Trade and Commerce ......... 114,929 8,936 7,054 130,919 
| Praseporte saci LAGS. Avaccs 3,473,178 2,959,651 7,309 6,440,138 
) weterane Affaire, (7 )20)i2..<.. 3,359,409 2,571,060 821,019 6,751,488 
Other departments ............ 140,955 59,963 50,920 251,838 


| $ 207,235,066 $ 8,270,563 $ 20,081,212 $ 235,586,841 


| + NS age Ipc aE Nos aiid Sg yada tae 


* These totals relate to both current and previous years. 
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The accounts receivable totals shown in the above table were after writing off the 
following balances during the year under review: 
Uncollectable debts of $1,000 or less deleted from the accounts under the authority 
of section 23 of the Financial Administration Act ..........ccccecccewecescewevees $ 809,991 
(Agriculture, $17,348; Citizenship and Immigration, $62,804; National Defence, 
$20,807; Customs and Excise Division, $34,948; Taxation Division, $629,107; 
Transport, $6,079; Veterans Affairs, $31,205; and other departments, $7,698) 
Uncollectable debts in excess of $1,000 deleted from the accounts under the authority 
of Vote 710; Appropriation. Act: Na. 48962 oko). eb ie Nk Bee Sid oS eae ee 3,703,795 
(Agriculture, $3,787; Citizenship and Immigration, $97,226; Defence Production, 
$8282; Finance, $116,747; National Defence, $116,903; Taxation Division, 
$3,299,327; Northern Affairs and National Resources, $16,057; Transport, $21,612; 
and Veterans Affairs, $23,854) 


$ 4,513,786 


It will be appreciated that whether accounts receivable are kept in memorandum 
form or recorded as an asset in the Statement of Assets and Liabilities, they are none- 
theless debts due to the Crown, and their accurate recording and ultimate collection are 
nrime responsibilities of the departments concerned. 


While we have found that most of the departments having extensive accounts 
receivable keep their records accurately and efficiently, this frequently does not apply 
in the case of departments where accounts receivable as such are not an important factor. 
We believe this situation to be largely due to the failure of these departments to maintain 
controlling accounts and to provide for an effective internal verification of the accounts 
by officers other than those responsible for keeping the accounts. Such weaknesses in 
internal control should be remedied in order to remove the possibility that now exists of 
accounts being tampered with and collections misappropriated. 


141. Advances to the Exchange Fund Account. Reference was made in paragraph 
111 of last year’s report to the deficiency of $154,042,000 that had accumulated with 
respect to this asset item to March 31, 1961 as a result of (a) dealings in gold and foreign 
currencies and securities and the revaluations of gold and foreign currencies since the 
establishment of the Exchange Fund Account in 1935, and (b) the exchange loss 
(unrealized) arising from the valuation of U.S. dollar holdings at the exchange rate for 
the U.S. dollar on March 81, 1961. It was suggested that the first portion of the deficiency 
should be written off with parliamentary authority. 


This matter had been considered by the Standing Committee on Public Accounts 
in the course of its 1961 meetings, and in its Fifth Report, 1961 (paragraph 78) the 
Committee recommended: 


“that the Minister of Finance be requested to submit to the Committee at the next 
session a report dealing with the desirability of writing off the amount in the accounts, 
with appropriate parliamentary authority, for example against the reserve for losses 
on realization of assets. The importance of the problem is such that your Committee 
believes that at the next session of Parliament it should give special attention to the 
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problem, including the question of transferring annually to the Consolidated Revenue 
Fund the realized profits or losses from trading oper 
holdings.” 


ations and re-evaluation of 

As the exchange value of the U.S. dollar equalled $1.05 Canadian (i.e., the Canadian 
dollar approximated $0.95 U.S.) at close of business on March 31, 1962, compared with an 
exchange value of $0.99 Canadian a year earlier, a substantial exchange gain (unrealized) 
arose in valuing the Fund’s U.S. dollar holdings, which had the effect of reducing the 
accumulated deficiency to $33,310,000 at that date. The subsequent official revaluation 
of the Canadian dollar at $0.925 U.S. on May 2, 1962 has had the effect of eliminating 
the deficiency entirely. 


We remain of the opinion that, in order to prevent any future accumulation of losses, 
provision should be made for transferring annually to the Consolidated Revenue Fund the 
realized profits or losses from trading operations and revaluation of holdings of gold and 
foreign currencies. 


| 
; 


142. Loans to the Town of Oromocto. In paragraph 81 an outline is given of the 


financial assistance provided to the Town of Oromocto during the period from its in- 
corporation in 1956 up to March 31, 1962. It is there indicated that capital assistance 
loans were made during four fiscal years commencing with 1957-58, to a total of $4,450,000, 
with repayments during the period up to March 31, 1962 totalling $423,110. 


The $4,026,890 total of loans outstanding at March 31, 1962 is included in the asset 
item “other loans and investments” in the Statement of Assets and Liabilities. 


In the circumstances described in paragraph 81, where it is noted that the operating 
sosts for the calendar year 1961 amounted to $1,602,000 while revenues totalled only 
$81,000, it seems unrealistic to continue to treat the loans to the Town as an asset item 
‘or purposes of the Statement of Assets and Liabilities. This view was previously put 
‘orward in the report for 1959 (paragraph 67) at which time the outstanding loans stood 
it $2,943,000. 


_ 148. Land acquired for development of Cornwall Navigation System. Comments were 
mee on this matter in paragraph 112 of last year’s report. The amount of $1,710,566 
‘presenting the cumulative total of expenditures by the Department of Transport for the 
yurchase of land in the Township of Cornwall is still included in the asset item “other 
oans and investments” in the Statement of Assets and Liabilities, as well as being 
neluded among the assets in the balance sheet of The St. Lawrence Seaway Authority, 
0 which the land was transferred on April 1, 1959. 

Te continues to be the Audit Office view that, since the expenditures incurred for the 
anals and other properties that were also transferred to the Authority were written off 
s Expenditure and are not included as assets in the Statement of Assets and Liabilities, 
he balance in the asset account referred to above should be written off with due 


varliamentary authority. 
| 
| 


| 
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144. Public Service Superannuation Account. In previous reports mention has beer 
made of the fact that the balance of the Public Service Superannuation Account, forming 
part of the liability item “annuity, insurance and pension accounts’, included ar 
amount that had resulted from bookkeeping entries with counterparts in an offsetting 
“asset” item described as “deferred charge—unamortized portion of actuarial deficiency— 
public service superannuation account”. | 

Section 32 of the Public Service Superannuation Act, 1952-53, ¢.47, which specifies 
the amounts to be credited to the Public Service Superannuation Account, reads: 


(32. (1) There shall be credited to the Superannuation Account in each fiscal yeal 
(a) an amount representing interest on the balance from time to time to the credit of the 
said Account, at such rates and calculated in such manner as the Governor in Council 
by regulation prescribes, : 


(b) an amount matching the total amount estimated by the Minister to have been paid into 
the said Account during the preceding fiscal year by way of contributions in respect of 
current service other than current service with any Public Service corporation or other 
corporation as defined in section 23, and 

(c) such amount in relation to the total amount paid into the said Account during the pre- 
ceding fiscal year by way of contributions 1 in respect of past service as is determined by 
the Minister. 


(2) There shall be credited to the Superannuation Account, as soon as possible following 
the authorization of any salary increase of general application to the Public Service, such! 
amount as, in the opinion of the Minister, is necessary to provide for the increase in the cost 
to Her Majesty in right of Canada of the benefits payable under this Act, as a result of such’ 
salary increase.” 


Following an actuarial valuation as of December 1, 1951, it was estimated that the 
actuarial liability existing under the Public Service Superannuation Act was greater than 
the balance then standing at the credit of the Account by $312 million and this amount 
was credited by means of an extra-statutory bookkeeping entry made in the fiscal year 
1951-52, with an offsetting charge to the “asset” account described above. In the same 
year Parliament voted $98 million as a special government contribution towards amortiz- 
ing this deficiency, and this left a balance of $214 million in the “asset” account. In the 
years 1952-53 and 1956-57 further amounts of $25 million and $50 million were ap- 
propriated by Parliament and written off the “asset” account, reducing it to $139 million 
as at March 31, 1957. These reductions involved charges to Expenditure and had the 
same effect from the accounting point of view as if parliamentary authority had been 
given for the making of additional credits to the Superannuation Account beyond those 
provided for by section 32 of the Public Service Superannuation Act. 

In 1960-61, following an actuarial valuation made as of December 31, 1957, @ 
further bookkeeping credit of $137,661,000 was made, bringing the ‘additional credits” 
included in the Account to a total of $276,661,000, an offsetting amount being charged 
to the “asset” account for “deferred charge—unamortized portion of actuarial deficiency— 
public service superannuation account”. 
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Over the years, the Department of Finance has taken the view that the practice of 
enlarging the balance at credit of the Superannuation Account in the manner outlined 
above, so as to relate it to the actuarial liability, was within the authority granted to 
the Minister of Finance by section 64 of the Financia] Administration Act, subsection 
(2) of which reads, in part: 


1 “(2) The Public Accounts shall be in such form as the Minister may direct, and shall 
include: 

(c) a statement, certified by the Auditor General, of such of the assets and liabilities of 
| Canada as in the opinion of the Minister are required to show the financial position of 
i Canada as at the termination of the fiscal year.” 


‘The Finance Department received an opinion from the Department of Justice on 
December 30, 1960, which included: 


“Section 63 of the Financial Administration Act requires the Minister of Finance, sub- 
| ject to regulations of the Treasury Board, to cause accounts to be kept to show such of the 
assets and direct and contingent liabilities of Canada as in his opinion are required to give a 
true and fair view of the financial position of Canada; section 64 requires the Public Accounts 
to be in such form as the Minister of Finance may direct, and it prescribes that the Public 
Accounts shall include such accounts and information as are necessary to show, with respect 
| to the fiscal year, the financial transactions and financial position of Canada. In compliance 
with these provisions the Public Accounts contain a balance sheet showing on the liability 
side the total actuarial liability of Canada under the Superannuation Act, and on the asset 
side the unamortized portion of actuarial deficiencies. The latter amount, I understand, is 
intended to offset the amount added to actual receipts under the Act in order to bring the 
liability figure up to the total possible liability under the Act. These items, as I understand 
them, are intended to show, as required by the Financial Administration Act, the assets and 
direct and contingent liabilities of Canada, and in my opinion they do not affect the obliga- 
tion to pay benefits under the Superannuation Act, or the authority to discharge accruing 
___ habilities out of the Consolidated Revenue Fund. Whether the statements appearing in the 
Public Accounts constitute sufficient compliance with the provisions of the Financial 
Administration Act is a matter upon which the opinion of the Minister of Finance is the 
governing factor.” 


| We understand that the Department of Finance interprets this opinion to mean 
that the Minister of Finance possesses the legal authority to direct the making of book- 
keeping entries enlarging the balance at the credit of the Superannuation Account and 
the recording of charges to the offsetting “asset” account at his discretion—but we feel 
that there was no obligation to make the entries in question. 

Our view continues to be that the Public Service Superannuation Account should 
Nave been credited (in addition to amounts contributed by participants) only with 
amounts provided for by section 32 of the Public Service Superannuation Act, as quoted 
above, or by special parliamentary appropriations—and that the offsetting bookkeeping 
entries made by the Department of Finance, being at variance with accepted accounting 
practice, should not have been made. In our opinion, the actuarial deficiency remaining 
after credits provided for by Parliament had been duly recorded should have been ex- 
= each year by means of a note to the Statement of Assets and Liabilities. 
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145. Canadian Forces Superannuation Account. In the 1960 report (paragraphs 100 
and 108) reference was made to the non-cash or bookkeeping entry of $326,300,000 which 
gave credit to this Account in 1958-59, with a corresponding charge being made to the 
“ocscet” account entitled “deferred charge—unamortized portion of actuarial deficiency— 


Canadian Forces Superannuation Account”. The Audit Office view was stated, and was | 


reaffirmed in last year’s report (paragraph 114) that amounts additional to contributions 
by members of the Forces should be credited to the Account only as provided for by 
Parliament—either under section 24 of the Canadian Forces Superannuation Act or by 
special appropriation. 

As in the case of the Public Service Superannuation Account (paragraph 144), our 
view is that the actuarial deficiency remaining after recording credits provided for by 
Parliament should have been explained each year by means of a note to the Statement of 
Assets and Liabilities. | 


146. R.C.M.P. Benefit Trust Fund. Reference is made to the comments in last year’s 
report (paragraph 115) regarding the use being made of this Fund, the balance of which 
is included in the liability item “deposit and trust accounts’. 


The major outlay from the Fund during the year under review was again a, distribu- 


tion to each member of the Force. Individual payments of $30, as compared with $35 in — 
the preceding year, accounted for $174,990 out of a total expenditure of $176,490. An ad- . 


visory committee of senior officers, established to consider applications for loans and 
grants, approved loans of $3,000 during the year, and it is expected that the Fund will 


be utilized to a greater extent in the making of loans and grants in appropriate cir- } 


cumstances in future years. 


147. Members of Parliament Retiring Allowances Account. This Account, the 


balance of which is included in the liability item “annuity, insurance and pension — 


accounts’, was established on a contributory basis by the Members of Parliament Retiring 
Allowances Act, 1952, ¢.45 (now R.S., ¢.329, as amended) to provide retiring allowances 
to former Members of the House of Commons. Contributions by a Member are limited 
to a total of $4,000, exclusive of interest on amounts elected to be paid in respect of 
previous sessions. The Account is credited with matching contributions by the Govern- 
ment equal to the contributions paid or elected to be paid by Members, together with 
interest at the rate of 4% per annum calculated on monthly balances. 


The maximum benefit payable to a person at the time he ceases to be a Member is an 
annual allowance of $3,000 during his lifetime. The Act provides for payment of a with- 
drawal allowance in case of death or where the former Member had not contributed or 
elected to contribute in respect of sessions of more than two Parliaments. 


The balance at credit of the Account at March 31, 1962 was $1,427,200, compared with 
a balance of $1,692,623 at March 31, 1957. The decrease of $265,423 represents the excess 
of disbursements over receipts during the past five years, as follows: $131 in 1957-88, 
$28,099 in 1958-59, $79,478 in 1959-60, $87,639 in 1960-61, and $70,076 in 1961-62. 
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During the first half of the 1962-63 fiscal year the amount of the annual allowances 
authorized for payment increased from $235,253 to $262,716 and $93,160 has been paid 
out in withdrawal allowances. While credits to the Account were increased by the 
contributions made by and in respect of new Members following the general election held 
in June 1962, a continuation of the downward trend noted during the preceding five years 
is indicated. 


148. Bonds outstanding with the Unemployment Insurance Commission. In para- 
graph 135 reference is made to the inclusion in unmatured debt of the $62 million un- 
redeemed portion of a special issue of non-marketable bonds to the Unemployment 
Insurance Commission. This issue, bearing interest at 334% and redeemable at par on 
80 days notice, is available for withdrawal by the Commission to meet current demands on 
the Fund from time to time. 
The liability of the Government to the Unemployment Insurance Commission is 
comparable to its liability to Crown corporations and others for moneys on deposit by 
them with the Receiver General, and we feel that preferable treatment from the account- 
‘ing point of view would have been to record the lability to the Commission in a similar 
manner. Had this been done, the amount held for the Fund would have been placed to the 
credit of a special account and included in the deposit and trust accounts item in the 
Statement of Assets and Liabilities, thereby denoting a more pressing obligation than is 
indicated by the inclusion of the item in “unmatured debt”, 
Crown Corporations 

149. Section 85 of the Financial Administration Act requires that each Crown cor- 
poration prepare, in respect of each financial year, a balance sheet, a statement of income 
and expense and a statement of surplus “containing such information as, in the case of a 
‘company incorporated under the Companies Act, is required to be laid before the company 
by the directors at an annual meeting”. 


150. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation, and the report is required to state whether, in 
his opinion: 

“(a) proper books of account have been kept by the corporation; 
| (b) the financial statements of the corporation 
(1) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 
(iii) in the case of the statement of income and expense, give a true and fair view of 
the income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been 
Let within the powers of the corporation under this Act and any other Act applicable 
to the corporation.” 
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In addition, the auditor is required to call attention to any other matter falling within 
the scope of his examination that in his opinion should be brought to the attention of 


Parliament. | 


151. Section 87 of the Act further requires that the annual report of the auditor be 
‘neluded in the annual report of each corporation, and section 85 directs that such annual) 
ee be laid before Parliament by the appropriate Minister within fifteen days after 
he receives it from the corporation or, if Parliament is not in session, within fifteen days 
after the commencement of the next ensuing session. 
The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Public Accounts. | 


152. Crown corporations are classed as agency or proprietary in Schedules “C” and 
“TD” to the Financial Administration Act. Those in the former class are responsible, in 
general, for the management of procurement, construction, service or disposal activities. 
on behalf of the Crown. Those in the latter class are responsible for the management of) 
lending or financial operations, or for the management of commercial and industrial 
operations involving the production of or dealing in goods and the supplying of services’ 
to the public. 


153. The Auditor General is the auditor of the following Crown corporations whose: 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1962: 


Corporation Class Reporting Minister 

Atomic Energy of Canada Limited ............ Agency Veterans Affairs 
Canadian ATsenaisullii0e bs. ees peer Agency Defence Production 
Canadian Broadcasting Corporation ............ Proprietary Secretary of State 
Canadian Commercial Corporation ............. Agency Defence Production 
Canadian National (West Indies) Steamships 

DADAM Ons eel cee a take ate Dee eee Agency Transport 
Canadian Overseas Telecommunication Corporation Proprietary Transport 
Canadian Patents and Development Limited .... Agency Veterans Affairs 
Cornwall International Bridge Company Limited .. Proprietary Transport 
Crown Assets Disposal Corporation ............ Agency Defence Production 
Defence Construction (1951) Limited ........... Agency Defence Production 
Eldorado Aviation. Limited ....:.. 72227298 22 Proprietary Trade and Commerce 
Eldorado Mining and Refining Limited ......... Proprietary Trade and Commerce 
Export Credits Insurance Corporation .......... Proprietary Trade and Commerce 
Farm Credit’ Corporation.) 4/94. #0 Ras Proprietary Agriculture 
The National Battlefields Commission .......... Agency Northern Affairs and 
oat National Resources 
National Capital Commission’ ..........0c.c.00s Agency Public Works 
National Harbours Board 2. gw/si ol. ea Agency Transport 
Northern Canada Power Commission ........... Agency Northern Affairs and 


National Resources 
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Corporation Class Reporting Minister 

Northern Ontario Pipe Line Crown Corporation .. Trade and Commerce 
Northern Transportation Company Limited ...... Proprietary Trade and Commerce 
Park Steamship Company Limited ............. Agency Transport 
Polymer Corporation Limited and _ subsidiary 

OE ae ee ee Proprietary Defence Production 
The St. Lawrence Seaway Authority ........... Proprietary Transport 


154. The accounts of the following Crown corporations and other public instrumen- 
talities were not examined by the Auditor General during the year under review: 


Corporation or Instrumentality Class Reporting Minister 
| OO ee MT Tie, ge telly 5 TSS 6 ee Finance 
me, Canadian National Railways ................ Proprietary Transport 
The Canadian National Railways Securities Trust Proprietary Transport 
me Lne Canadian Wheat Board ................0.20 Agriculture 
Central Mortgage and Housing Corporation .... Proprietary Public Works 
Industrial Development Bank................. Finance 
ree ANIBU A AITALANGS) Gis ssw a.- vse oe vie dices Proprietary Transport 


155. The paragraphs that follow treat, in turn, with the various Crown corporations 
audited by the Auditor General. An introductory comment describes briefly the origin 
and nature of the activity and is followed by comments regarding the Crown’s equity in 
she corporation, a summary of the operations for the financial year in comparison with 
he preceding year, and any other matter which it is felt might be of interest to the 
House of Commons. 


156. Atomic Energy of Canada Limited. This company was incorporated in 1952 
nder the Companies Act, 1934, pursuant to authority contained in the Atomic Energy 
Jontrol Act, R.S., ¢.11, to carry out research and development in nuclear power tech- 
1ology and allied fields and to promote uses of atomic energy. 

The head office of the company is in Ottawa and nuclear reactors and major research 
acilities are maintained at Chalk River, Ontario. A commercial products division, located 
n Ottawa, is responsible for the sale of beam therapy units, radio-active isotopes and 
ther allied products. 

At the close of the year the company had two nuclear power plants under con- 
truction. The nuclear power demonstration plant at Rolphton, Ontario, was virtually 
ompleted and came into operation shortly after the end of the year. The final cost of 
his reactor, including the initial fuel loading, was $32,847,000, of which $25,017,000 
epresented the company’s share at March 31, 1962, the balance being borne by the 
Janadian General Electric Company Limited and the Hydro-Electric Power Commission 
f Ontario. The costs of construction of a nuclear power generating plant at Douglas 
>oint, Ontario, are being financed by Government of Canada loans and amounted to 
7,215,000 at March 31, 1962. Plans for engineering and development of both plants 
vere prepared in co-operation with the Hydro-Electric Power Commission of Ontario. 
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Considerable progress was made during the year with respect to additional research and 
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development facilities in the Whiteshell area of Manitoba and expenditures at the year- 
end amounted to $2,834,000. 


The Crown’s equity in the company at March 31, 1962 totalled $67,168,000, consisting | 


of: loans for housing, $5,552,000; loans for construction of the Douglas Point generating | 
station, $6,375,000; capital stock, $54,000,000 and retained earnings, $1,241,000. 


A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


Research Program—Operating 1962 
Expense— 
Research and development wrevs cca cee cbe tenes 4 fore EOS $ 8,494,000 
Operation..of esearch facilities) sedius .. a6 ha en Peete Feb ieh oe 1,597,000 
Engineering Servings <o5s ccisge ae eine «> Wie ape dec eto ies 5,162,000 
Nuclear DOwWef (Dias ccs cee cree Sogee sheet ues fee cami eee as 7,060,000 
Administration: 22.47 40% [5 ae oe See as oe Oe ee eee ore, 3,079,000 
Other OMA OE ety eer tas vers Dew eae sa: 0 Alas. ¥ awn hee onan e oe 1,781,000 
27,173,000 
Income: Gross income from housing, hospital, transportation, etc. ... 1,438,000 
Fixcéss of expense: over ANCOMEC Bk oe vn sind« go> Recados akt oe Gane $25,735,000 


Provided for by: 
Parliamentary appropriation 93 <sselssewss.wels baer pale ed ee $25,756,000 
Less: Unexpended balance refundable to the Government of Canada 21,000 


$25,735,000 


Research Program—Capital 


Expense: Construction of buildings and acquisition of equipment ....$ 9,223,000 


Provided for by: 
Parliamentary appropriation) «4... ivasy .srsnmners <a ee eee $ 8,198,000 


Peete! GRITS foie «ecko cat in 2d Gitace ale Ohi: sk Sed ee eae 1,025,000 
$ 9,223,000 


Commercial Operations 


Income— 
a eee eee ee ree neh. ae ne ee ie. So. Oe $ 3,878,000 
Rentals sete.) HHO 228.5 i Boe. Hae . ee eares. ote 196,000 
4,074,000 

Expense— 
Cost. of Hales. e600 0s 0 den heen ds oun ddeane an eee 2,178,000 
Heemearch atid development . oc) s.4 cise eet ee he eee 444,000 
Belling srs Jedi ae ttl) oe etn, bets | errecena es 9. 760,000 
Pray in Seals Cr 8 ia iain was al nwa lo nak Muda ie 374,000 
3,756,000 
Excess of income over expense, credited to retained CATRINGS wi suds $ 318,000 


1961 


$ 8,477,000 
1,943,000 
4,852,000 
4,674,000 
2,893,000 
1,583,000 


24,422,000 


1,324,000 


$23,098,000 


$23,110,000 
12,000 


$23,098,000 


$16,120,000 


$15,081,000 
1,039,000 


$16,120,000 


$ 3,402,000 
291,000 


3,693,000 
2,163,000 
274,000 
669,000 
348,000 
3,454,000 


$ 239,000 


| 
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The sale of material irradiated in the NRU reactor and the related costs are subject 
to a classified international agreement and are therefore not reflected in the above 
summary. 

The rise in research operating expense in 1961-62 was due to the following increases: 
salaries, including welfare benefits, $992,000; professional and special services, $741,000; 
and contract expenditures, $1,038,000. The increase in salaries was the result of an 
increase in the number of personnel employed, coupled with an increase in pay granted 
to a large number of employees and made retroactive to July 1, 1961. Designing and 
sngineering services in connection with the nuclear power programs have continued to 
merease, resulting in greater costs relating to professional and special services and 
sontracts with industry. 

The net book value of plant and property at March 31, 1962 was $36,920,000 includ- 
ng the depreciated value of the NRU reactor amounting to approximately $25,000,000. 
[t was noted in last year’s report that the terms of a classified sales agreement did not 
srovide for any further recovery of depreciation costs and therefore the depreciated 
value of the reactor would have to be written off. Cognizance was taken of this in a 
‘ootnote to the balance sheet of the company at March 31, 1962 in these words: “Subject 
30 the provision by Parliament of an appropriation for the purpose, the depreciated value 
of the NRU reactor amounting to $25,239,000 will be written off during the ensuing 
year’. 

No such appropriation has been included in the Revised Estimates tabled in the 
douse of Commons for the fiscal year ending March 31, 1963. 


157. Canadian Arsenals Limited. This company was incorporated in 1945 under the 
srovisions of the Companies Act, 1934, pursuant to authority contained in the Depart- 
nent of Reconstruction Act, 1944, c. 18, the main objects being to operate, maintain and 
‘upervise arsenals and other plants for the production of military stores and equipment, 
neluding the maintenance of physical facilities and manufacturing skills so that opera- 
jons could be expanded on short notice. 

Canadian Arsenals Limited, with its head office in Ottawa, is the custodian of nine 

rovernment-owned plants constructed prior to or during the Second World War at a 
otal cost in excess of $100 million dollars. Eight of these plants are maintained in 
vartially stand-by condition and one is idle. 
we The capital requirements of the company are provided annually by parliamentary 
‘ppropriation. Vote 75, Appropriation Act No. 5, 1961, provided the Department of 
Jefence Production with $302,000 towards construction, improvements and equipment 
or the company. Actual capital expenditures during the year amounted to $291,000 and 
he unexpended balance of $11,000 lapsed at the year-end. 
_ At March 31, 1962 the company’s operations were financed by advances of $4,648,000 
rom the Department of National Defence in respect of orders placed (reduced from 
11,162,000 at March 31, 1961), advances of $5,000,000 from the Department of Defence 
roduction Revolving Fund (reduced from $6,000,000 at March 31, 1961) and advances 
f $7,500,000 from the Minister of Finance for working capital (unchanged from 
March 31, 1961). 
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The following is a comparative summary of the results of operations for the pas 


two years: | 
Year ended March 31 | 
1962 1961 | 
Income— | 
Balan... cial avosen’s ava a are: samt eee $22,936,000 $21,275,000 | 
Miscellahecue 25 0465 is Semen He oy is = Ok eerie Be ip oi ae 503,000 518,000 | 
23,439,000 21,793,000 : 
Expense— 
Cost of sales, including indirect labour and other overhead expenses 
shborbed sce ac bere at oe ek Meteo. an ers (ea hs Sle 20,250,000  —- 18,395,000 
Indirect labour and other overhead expenses not absorbed in cost 
OL HAIER” 2s, Soe hs cose Se nem nae ak ee Sate sto eure a's ss mate wie utsisr eee 5,318,000 5,438,000 
Admainiginative ecpenses Ol. Got eS. BU PSRs. wivadds Sad. ah 911,000 879,000 
26,479,000 24,712,000 
Exeess.of-expense, Ver INCOME wu ws ds dos} ee heehee) Od. aye. J $ 3,040,000 $ 2,919,000 


The steady decline in sales in recent years, from $81 million for the year ended 
March 31, 1955 to $21 million for the year ended March 31, 1961, was checked during the 
year under review when sales reached $23 million. The reduced level of activity and 
sales, coupled with the company’s obligation to maintain the government-owned plants 
in partially stand-by condition, has necessitated funds being appropriated by Parliament 
towards the cost of administration and operation of the company. Vote 74, Appropriation 
Act No. 5, 1961 provided the Department of Defence Production with $3,880,000 for this 
purpose, and Vote 691, Appropriation Act No. 4, 1962 extended the purpose of Vote 74 
by authorizing the Department “to reimburse Canadian Arsenals Limited in respect of 
outstanding balances of previous years’ operating deficits”. Since the excess of expense 
over income for the year ended March 31, 1962 amounted to $3,040,000 and the out- 
standing balances of previous years’ deficits totalled $130,000, a balance of $710,000 
remained in the Vote at the year-end and lapsed. 

Total indirect labour and overhead expenses for the year amounted to $11,238,000 
(compared with $11,803,000 for the previous year) of which $5,920,000 was included in 
cost of sales. It has been the company’s practice to calculate this portion of overhead 
expenses on direct labour costs at rates which theoretically would have absorbed all 
overhead expenses if all plants had been operating on a normal one-shift basis. These 
rates fell short of recovering overhead costs by $5,318,000, which is shown in the above 
summary as indirect labour and other overhead expenses not absorbed in cost of sales, 
and is attributed largely to idle capacity of production facilities. 

Inventories of raw materials, work in process and finished goods were reduced by 
$7,994,000 or 43% from their level at March 31, 1961. The inventory reduction includes: 
write-offs of $637,000, of which $564,000 was in respect of several years accumulation of 


materials considered surplus and $73,000 was for products rejected by the inspection 
services of the company. 
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| The liability of Canadian Arsenals Limited Pension Fund to its pensioners and 
contributors was transferred to the Crown under the Public Service Superannuation Act 
as of January 1, 1962. 

Reference was made in last year’s report to the fact that a firm of management 
consultants had been engaged in November 1960 by the Department of Defence Produc- 
tion to undertake a study of the organization of the company, the efficiency and cost of 
its manufacturing operations and other aspects of its activities. The report of the con- 


sultants was submitted during the past year and is currently under review by the 
management. 


158. Canadian Broadcasting Corporation. The Canadian Broadcasting Corporation, 
established by the Canadian Broadcasting Corporation Act, 1936, c. 24, superseded by 
the Broadcasting Act, 1958, c. 22, operates the national radio and television broadcasting 
service and administers an international shortwave service. The head office of the Cor- 
poration is in Ottawa, with offices in St. John’s, Halifax, Montreal, Ottawa, Toronto, 
Winnipeg and Vancouver, and an engineering headquarters in Montreal. 

| The Corporation derives its funds for operating requirements, in excess of advertising 
revenue, and also funds for its capital requirements, from parliamentary appropriations. 
| At March 31, 1962 the Crown’s equity in the Canadian Broadcasting Corporation 
amounted to $41,026,000, an increase of $2,154,000 over the equity of $38,872,000 at 
March 31, 1961. Of this increase, $164,000 is represented by the transfer, at original cost 
less depreciation, of emergency transportable radio transmitters from the Department of 
National Health and Welfare to the Corporation. 

_ The following is a comparative summary of the results of operations for the past 


two years: 


| Year ended March 31 
1962 1961 
) Expense 
Cost of production and distribution: 
: ER a te aia in 5h 5 au 9.0 isa hk slat aioh col $67,471,000 $62,784,000 
| TE UNE ECE. OO. Poe. Faves eet eed. tuk eee eh eee. 9,934,000 9 237,000 
SEAT TMMEPIGID. Srcre rel. «api «nix eaipte se ear. oa Shale «pid tate caw e ble 3,906,000 3,636,000 
eR EA PU OLE GERTIONE 2. on aus ais ops « «ate ahnate Oo on Cow sae eee 4,851,000 5,279,000 
Commissions to agencies and networks .............ececcccceeccs 4,620,000 5,187,000 
90,782,000 86,123,000 
ME RrM MELA IOIVION CoG los Pies hice ccc deed dos care qoatecapees 1,018,000 760,000 
Operational supervision and serviceS ..........ccccccscccsceccseces 8,843,000 7,831,000 
| Pern GN PENETAl ACGMUINISiVALION 4........00c0cevescerecscceasancs 6,968,000 6,239,000 
Total expense, including depreciation ............sesccesseeenes 107,611,000 100,953,000 
| Income—Advertising revenue, etc. ......ccceeeseeeecececeeteeeeeeee 33,320,000 38,089,000 
NN ew cGRK NW SN Gentes ED PORITS SUITE TOU ove re wee J $74,291,000 $62,864,000 


__ The net operating requirement for the year of $70,252,000, comprising net expense 
if $74,291,000 shown above, less depreciation of $4,039,000 charged for cost ascertain- 
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ment purposes, was provided for by Vote 43, Appropriation Act No. 5, 1961 in the 
amount of $70,418,000, with the unexpended portion of $166,000 being refunded to the 
Receiver General and lapsing at the year-end. : 

The net expense for the year under review increased by $11,426,000 over the net 
expense for the preceding year, $6,658,000 of the increase being attributable to increased 
expense and $4,768,000 to decreased advertising revenue, etc. Approximately two-thirds 
of the increased expense was due to increases in salaries and wages, including those of 
336 additional employees, 90 of whom were engaged at the new television station in 
Edmonton. The $4,768,000 decrease in advertising revenue, etc., was attributed by the 
Corporation mainly to the establishment of second television stations in eight major 
areas previously served only by the Corporation. 

The following inventory items at March 31, 1962 are compared with the correspond- 
ing balances at the end of the previous year: 


Year ended March 31 
—_—_ Increase 
1962 1961 (Decrease) 
Engineering and production supplies ..............005. $ 1,569,000 $ 2,185,000 $ (616,000) 
Programs completed and in process of production ...... 3,341,000 2,129,000 1,212,000 
Prepaid iim PIO: OM ls ed ee ee eee cere eee 1,514,000 1,809,000 (295,000) 
Prepaid: scrmpt: rightdsys! o. sogeci acti ks ates ie. cle 143,000 173,000 ( 30,000) 


$ 6,567,000 $ 6,296,000 $ 271,000 


The net decrease of $616,000 shown above in the inventories of engineering and 
production supplies was more than accounted for by certain stationery, technical and 
production stocks on hand, totalling $701,000, being charged directly to expenses at 
March 31, 1962. The Corporation intends to charge all future purchases of these par- 
ticular supplies to expenses as they are bought instead of following its previous practice 
of charging such items to expenses only when used. 

The increase in programs completed and in process of production at the year-end 
was mainly due to the increased use of videotapes for recording programs in advance of 
broadcast. The decrease of $295,000 in prepaid film rights is attributable to the tighten- 
ing of commitment procedures and the reduction in terms for which the rights were 
acquired in the Ontario region. Prepaid film rights in the Quebec region amounted to 
$1,298,000, or 85% of the total amount invested in film rights, compared with $1,272,000, 
or 70% of the total so invested at the close of the preceding year. 

The amounts shown in the tabulation above are after giving effect to the following 
write-offs: 


Engineering, stationery and production supplies, comprising the $701,000 charged 
directly to expenses as mentioned above, and $86,000 of unuseable and obsolete 


ORS aes. a 96 HEIRS Soleo nc SWS Ses Soe es See eee ae lle $ 787,000 
Programs completed and in process of production, abandoned and cancelled for 

various reasons, loss on R.C.M_P. television series, etc. .......scsecececeecucecces 207,000 
Film and script rights expired because of changes in programming, or unsuitable 

because.of program ocntent oiscs du Secae Sus ee hea oe woe | 165,000 


$ 1,159,000 
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| Vote 44, Appropriation Act No. 5, 1961 provided for the capital requirements of 
the Corporation in the amount of $9,640,000. Capital expenditure amounted to $6,214 ,000, 
and $3,000,000 was refunded to the Receiver General in March 1962, leaving an 
-unexpended balance of $426,000 to be refunded at the year-end. 


| During the past three years, $1,869,000 was spent in connection with the proposed 
consolidation of facilities in Toronto, Montreal and Ottawa. The footnote to the balance 
sheet as at March 31, 1962 sets out that the estimated total cost of consolidation of 
facilities at these locations would be $81,087,000, of which approximately $2,890,000 
would be expended during the year ending March 31, 1963 and $76,328,000 during the 
‘succeeding years. The capital budget for the year ended March 31, 1963, submitted 
through the Minister for approval by the Governor in Council, shows the estimated 
expenditure on the consolidation project for the year reduced to $1,578,000. The extent 
F which expenditures may actually be incurred is subject to the provision of funds by 
annual parliamentary appropriations. 

In last year’s report we drew attention to a recommendation contained in our report 
to the Board of Directors for 1959-60 that a useful purpose might be served by having 
the Corporation’s organizational structure in terms of its present size, complexity and 
cost made the subject of a study by independent management consultants working in 
co-operation with the Audit Office. A study along these lines was completed by the Royal 
Commission on Government Organization during the past year but at the time of prepara- 
ion of this report the contents of this portion of the Commission’s findings had not 
) 


been made public. 


159. Canadian Commercial Corporation. This Corporation which was established in 
1946 under the Canadian Commercial Corporation Act, now R.S., ¢. 35, provides procure- 
ment services in Canada for the governments of other countries and for international 
organizations, with the United States Government being the main customer. Some $107 
Million was expended through the Corporation on behalf of its customers for the year 
ended March 31, 1962. 
| At the year-end the equity of the Government of Canada in the Corporation was 
$10,634,769, represented by a $10 million working capital advance and a $634,769 
accumulated surplus. A net increase of $3 million in the working capital advance during 
the year was occasioned by the Corporation’s need to meet progress payments to a 
Canadian contractor manufacturing aircraft for the United States Government. Payments 
received from that Government in April 1962 enabled the Corporation to repay the 
$3 million additional advance that had been received. 
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The following is a comparative summary of the operations of the Corporation for 


the past two years: 


Year ended March 31 
1962 1961 
Expense— 
Salaries and living allowances 25% «bs25sieseie gan ' nae nine os a nies « $ 331,000 $ 283,000 
Qiher @xpemise .....2.:00--aesevvede ese n eee rene nats sae ous se heap 87,000 75,000 
418,000 358,000 
Income— 
Purchase surcharges «oss msiesms pasce* redes space change ones deo pee 108,000 159,000 
Interest earned sip «cess sahineige eee See RW pCO «oes css nen cs uae 66,000 55,000 
Fixcharigd! qaite oli Us 5 eek e vie «he mnie Setermie Sew os Pela lw eh es 62,000 50,000 
Other! iheotie” 228 «cess sewvers bans seabm en Ee pels deesreaser aiyrearn 6,000 5,000 
242,000 269,000 
Wet Tose scald hice eiac dss borne oe ee menion See edee ws ca ern ere $ 176,000 $ 89,000 


The decline in purchase surcharges resulted from a continuing trend of decreasing 


( 
| 


charges for procurement services. In December 1960 the surcharge rate applicable to- 
Commonwealth and NATO countries was reduced from 2% (1% in the case of contracts 


in excess of $1 million) to 4 of 1%, and in December 1961 the Board of Directors agreed 
to waive entirely the surcharge to NATO countries. As was mentioned in last year’s report, 
under a reciprocal agreement, no surcharges are levied on United States contracts. 


Since the inception of the Department of Defence Production in 1951, that Depart- 


ment has provided purchasing and accounting services to the Corporation free of charge. 
Similarly, Defence Construction (1951) Limited has made no charge for the use of its 
facilities regarding construction contracts. The result of this arrangement is that the 
accounts and financial statements of the Corporation do not reflect the full cost of 
administering its business. The services provided have not been costed and no precise 
figure is therefore available. However, a rough estimate is that their value is in the 
neighbourhood of $2 million annually, whereas the recorded expense for 1961-62 was 
$418,000, as shown in the above summary. 

In last year’s report reference was made to the successive annual losses that had been 
experienced by the Corporation and had been absorbed by the accumulated surplus of 
prior years—and it was mentioned that the Board of Directors had recommended that 
an arrangement be sought whereby annual losses would be made good from funds appro- 
priated by Parliament. The Treasury Board was consulted on this matter by the Cor- 
poration’s management, and the Board of Directors in their minute of December 15, 1961 
noted that the Treasury Board was of the opinion that the estimated deficit for 1962-63 


of $232,500 should not be provided by an appropriation but should continue to be charged © 


against the surplus account, which would thereby be reduced to a level of about $400,000. 
The Treasury Board noted that this did not establish a firm ruling and that the subject 
would be more fully reviewed in connection with the Main Estimates for 1963-64. 
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160. Canadian National (West Indies) Steamships Limited. This company, which 
was incorporated in 1927 under the Companies Act, 1906, ¢.79, for the purpose, among 
other things, of purchasing and operating vessels, hotels, docks, ete., ceased operations in 
1958 on the sale of its then remaining eight vessels to Cuban interests. In 1960 the 
Governor in Council, under the provisions of the Financial Administration Act, ordered 
the deletion of the company’s name from Schedule “D” of the Act as a proprietary 
corporation, and its addition to Schedule “C” thereof as an agency corporation. The head 
office of the company is now in Ottawa and its residual functions are performed by the 
staff of the Canadian Maritime Commission. 

The agreement of sale of the company’s fleet provided for an initial payment of 
$560,000 and five equal annual instalments of $448,000, making a total of $2,800,000, with 

interest at 5% per annum on the unpaid balance. As security, the company holds an 
irrevocable letter of credit from Banco Cubano Del Commercio Exterior confirmed by 
the Bank of America. The initial payment and the first three annual instalments have 
‘been received, leaving a balance of $896,000, excluding accrued interest, outstanding at 
December 31, 1961. This balance represents the two remaining instalments due in 1962 
and 1963. 

Transactions during the year related to the winding up of the company’s affairs and 
have been recorded through the capital surplus account. Income credited to this account 
totalling $158,000 comprised mainly war and other damage claims received and interest 
earned on the agreement of sale, deposits with the Receiver General and investments in 
bonds. Deductions from the account totalled $2,390,000 including a loss of $149,000 on 
the sale of the securities held in the investment account and dividends of $2,228,000 
paid to the Receiver General. 

| The Crown’s remaining equity in the company at December 31, 1961 amounted to 
$1,645,000 represented by the following: 


| ee eae ee ee re Oe PE Neh cic euvaaecudvencodsuaddodenscslt 13,000 
| Deposit with the Receiver General and accrued interest ..........00ccceeeceeeceeees 734,000 
Balance due under agreement of sale of vessels and accrued interest ..............5. 912,000 
| 1,659,000 
URI AUITOC PARSE UNOS i clonic. dint emciidicd actemese Senn ssmamebmenee <4 14,000 

$ 1,645,000 


i An outstanding claim of $96,000, filed with the War Claims Commission in respect 
of a loss due to enemy action, is not recorded on the balance sheet of the company as a 
receivable item because the amount of any further recovery is dependent on the adequacy 
of the War Claims Fund. On the other hand, no provision has been made in the accounts 

or a possible liability, estimated at approximately $80,000, in respect of legal claims filed 
or pending for damages resulting from the company’s operations in past years. 


: 


161. Canadian Overseas Telecommunication Corporation. The objects of this com- 
pany, established in 1949 by the Canadian Overseas Telecommunication Corporation 
Act, now R.S., c. 42, are: to establish, maintain and operate external telecommunication 
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services for the conduct of public communications; to carry on the business of public 
communications; to improve the efficiency of telecommunication services generally; and 
to co-ordinate Canada’s external telecommunication services with those of other parts 
of the Commonwealth. To these ends the Corporation, in 1950, acquired the external 


telecommunication facilities in Canada of Cable and Wireless Limited and Canadian | 


Marconi Company Limited. The acquisition of these facilities provided cable and radio- 


telegraph circuits between Canada, the United Kingdom, Australia, New Zealand, New 


York and St. Pierre and Miquelon, and radio-telephone services with the United King- | 
dom, Newfoundland and the West Indies. The more recent of many major subsequent 


developments include the opening, in December 1961, of a multi-purpose, multi-channel 
cable between Canada and the United Kingdom, and the joint Commonwealth agree- 


ment to construct a trans-Pacific cable system between Canada and Australia via New — 


Zealand, with the target date for completion set for late in 1963. 

The equity of the Crown in the Corporation amounted to $43,536,000 at March 31, 
1962, an increase of $7,309,000 over the equity at the end of the previous year, and com- 
prised $37,918,000 of advances for capital purposes and $5,618,000 of accumulated 
surplus. . 

Loans to finance, in part, the capital requirements of the Corporation are provided 
by parliamentary appropriations. Capital expenditures amounted to $12,009,000 towards 
which $7,500,000 was advanced by the Crown and $4,509,000 was provided out of 
accumulated earnings. As at March 31, 1962 the estimated cost of completing approved 
capital projects was approximately $30,000,000 of which $18,600,000 relates to the year 
ending March 31, 1963. 

The following is a summary of the income and expense of the Corporation for the 
past two years: 


Year ended March 31 

1962 1961 

Income— — —— 
Telephone, telegraph, telex, circuit rentals, etc. ...............0000. $ 9,484,000 $ 7,273,000 
Expense— —_—__ —_—_ 
Dularies, wages and employee benefits <.. css waetes Goan temas ates 2,304,000 2,163,000 
Pomrrees C CIC BUC oy oa nc an vai eae meen Oe Ee eae e arte 1,135,000 949,000 


Operation, maintenance and repairs—buildings, plant and equipment 789,000 540,000 
I ass vinden SGk core aeay « eee Ge eras Sa en ona oer anes ean 921,000 517,000 
DIOP TOCIREION 5.55 ends Suleea dee cd Seater ae es a ae eee 1,709,000 1,056,000 
PETS ees SONS S clee bs Re ce ee en ee er ree 373,000 310,000 
7,231,000 5,535,000 
Less: Estimated amount recoverable from Commonwealth Network 1,164,000 958,000 
6,067,000 4,577,000 
3,417,000 2,696,000 
Deduct: Cost of additional pension benefits .............cececeecceece 94,000 — 
Net profit before provision for income tax ........ecececeeccecececes 3,323,000 2,696,000 
Déduct: Provision for ‘income tax)... 1). NYA 1,658,000 1,332,000 
WNOG BOGIG  s coc ne cans ca curonkn inser: ee eh ae ee eee $ 1,665,000 $ 1,364,000 
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Income increased by $2,211,000, or approximately 30%, over that of the previous 


year, largely as a result of increased rental of telephone circuits and a full year’s rental 
of a cable which came into service late in 1960. This increase was realized despite a 25% 
reduction in telephone rates between Canada and Great Britain with effect from Novem- 


ber 1, 1961, and a similar reduction in the rate to Eire, effective January 1, 1962. The 


statement of income and expense for the year ended March 31, 1962 includes a non- 


recurring expense of $94,000, duly approved by the Governor in Council, for the cost 


of additional pension benefits in respect of past service for employees formerly par- 


-ticipating in pension plans of predecessor companies. 


In last year’s report we noted that the Corporation did not maintain detailed cost 
records which would allow a comparison of the revenue from individual traffic operations 
with the related operating costs for the purpose of measuring operating efficiency and 
profitability. This situation has been rectified to the extent that a statement of profit and 
loss, by services, was prepared for the year ended March 31, 1962. 


162. Canadian Patents and Development Limited. Section 17 of the Research 
Council Act, R.S., ¢.239, provides for the incorporation of one or more companies by the 
National Research Council for the purpose of exercising certain of the powers conferred 
upon the Council. Under this authority Canadian Patents and Development Limited was 
incorporated in 1947 under the Companies Act, 1934, for the purpose of making available 
to industry through licensing arrangements, the inventions and new processes developed 
by the Council. The services of the company, which is located in Ottawa, are available to 
‘government departments, publicly supported institutions and universities. The company 
at March 31, 1962 was staffed by four employees of the Council, which is reimbursed for 
their services. 
| At March 31, 1962 the Crown’s equity in the company was $453,000, comprising 
$296,000 of capital stock and surplus of $157,000. 

A summary of the company’s income and expense for the year ended March 31, 1962 
compared with the previous year follows: 


Year ended March 31 

1962 1961 

Income— estat it 
ge $ 277,000 $ 191,000 
Less: Costs of licensing rights and related technical assistance, etc. 12,000 29,000 
265,000 162,000 
ee sc vel auaiesdiavanncdéeeievedavess 14,000 11,000 
279,000 173,000 
Expense— - metal se atl PE. 
namery SUMMNE Wer uate, b. COSI oils ide bbs whl ae 27,000 26,000 

Services provided by National Research Council ............0s0e00-- 30,000 — 

Patent attorneys’ fees and other patent expense ...........esesee0ee 33,000 29,000 
nes tecmatemmraae £00 ted Os ey od. Sasa wdc tv als ca wb evi vcbeas 14,000 13,000 
ES ES en ree 33,000 13,000 
137,000 81,000 
I 6 a a $ 142,000 $ 92,000 
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During the year under review the National Research Council billed the company for 
services for which no charge had been made in prior years, namely, for the part-time 
services of officers involved in the processing of patents and certain secretarial and 
accounting services. The increase in “other expenses” during the year was more than 
accounted for by a grant of $25,000 to help support applied research work in metallurgy 
at a university from which the company had received a number of patentable inventions, 


163. Cornwall International Bridge Company Limited. This company was incor- 
porated in 1949 under the Companies Act, 1934, by private shareholders, for the purpose 
of operating a toll highway over the St. Lawrence River between Cornwall and Roose- 
veltown, N.Y., on railroad bridges leased from two railway companies. These railroad 
bridges were acquired by The St. Lawrence Seaway Authority and the Saint Lawrence 
Seaway Development Corporation (a wholly-owned United States corporation) in con- 
nection with the construction of the Seaway, and have been replaced by two high-level 
highway bridges. The outstanding stock of the bridge company was purchased Jointly by 
the Seaway entities in 1957 for $480,000, of which $200,000 was paid by the Authority. 
The shares of the company are held by the Authority, one-half of them being held in 
trust for the Corporation. 

Each Seaway entity is represented by four directors on the board of the bridge 
company. By agreement between the Authority and the Corporation, the annual revenues 
of the bridge company have been applied in the following order of priority: 


(1) in payment of all operating, administrative and general expenses of the bridge 
company ; 

(2) in amortization of the cost of constructing the North Channel bridge by the 
Authority, plus interest, over a period of fifty years (any amount due under this 
provision which is not paid is to be recorded as a liability of the bridge company 
and paid prior to any distribution of future revenues) ; 

(3) in making distributions on a fifty-fifty basis between the Authority and the 
Corporation. 


A comparative summary of the operations of the company for its past two financial 


years follows: 
Year ended September 30 


1961 1960 
Income 
PRES Wi LOUIS inet cata spiclet Wan cise ia ee, A ae tigi ee ae $ 348,000 $ 333,000 
Eads. «5 AIR oan in ooo re Vw et aca n aeaeela ates ne ee 3,000 4,000 
351,000 337,000 
Expense 
RATION ANC “WRB css ss ccs oa nwrneensne aera ees Gee 49,000 41,000 
Pamintenwnos MATAR os oii ne Sain a ooeadee he eek ie aS 25,000 25,000 
Raental.of toll eolleetion machines... . «0: <<% or vio ln von wen ke ee 13,000 3,000 
OA suieial taneeaee rents oo sy: ws cack osc OR Done eee ake 12,000 12,000 


Other expenses 
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Year ended September 30 


1961 1960 
Provision for amortization of cost of North Channel bridge, owned by 
The St. Lawrence Seaway Authority ............................ 130,000 56,000 
271,000 181,000 
Fee for management, use of right-of-way over bridges, etc., payable to 
| The St. Lawrence Seaway Authority (50% in trust for the Saint 
Lawrence Seaway Development Corporation) ...................... $ 80,000 $ 156,000 


The provision of $130,000 for amortization of the cost of the North Channel bridge, 
over fifty years at 4% interest, was based on construction costs incurred by the Authority 
to September 30, 1960 which, with interest, amounted to $2,800,000. 


The new North Channel bridge, built and owned by The St. Lawrence Seaway 
Authority, was opened to traffic on July 3, 1962. On that date the Authority took over the 
operation of the toll bridge system and the Cornwall International Bridge Company 
Limited ceased active operations and is now in the process of winding up. A new company 
which is in the process of incorporation under section 24A of the St. Lawrence Seaway 
Authority Act is to manage and operate the toll bridge system (now known as the Seaway 
International Bridge) under similar terms and conditions, with regard to the distribu- 
tion of the revenue, as did the Cornwall International Bridge Company Limited. 


| The shareholders’ equity in the company at September 30, 1961 totalled $110,000, 
comprising $50,000 of capital stock and a surplus of $60,000. This equity is not likely to be 
fully realized on winding up since certain of the assets of the company in the form of 
buildings, roads and a bridge over the Raquette River may be abandoned or given to 
municipalities. These assets had a net book value of $59,000 at September 30, 1961. 


164. Crown Assets Disposal Corporation. In 1944 the Surplus Crown Assets Act 
established the War Assets Corporation, and a 1949 amendment to the Act provided that 
thereafter the Corporation was to be known as the Crown Assets Disposal Corporation. 
With certain specified exceptions, the Corporation is responsible for the disposal of the 
surplus assets of all government departments and most of the Crown corporations and 
agencies. Also, the Corporation has entered into agreements with the United Kingdom 
and the United States whereby it disposes of surplus property of these countries located 
in Canada. The head office of the Corporation is located in Ottawa and sales offices are 
maintained in a number of other cities throughout Canada. 

As in the previous year the Corporation was authorized by the Governor in Council 
to retain 4% of the net proceeds of sales and other monies received from sales of lands 


and buildings, and 10% of the net proceeds of all other sales, to meet its operating 
| 
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expenses. A summary of the income and expense of the Corporation for the year ended 
March 31, 1962, compared with the previous year, follows: 


Year ended March 31 | 
1962 1961 | 
Income | 
Percentage of net proceeds of sales made and of other income 
earned, eb@>rrsrs eGo wcassis ceded ee eae ee ees oe $ 955,000 $ 810,000 
Expense 
Salarigh sos ccca ddan bs eee we Shoes cee Oe eC S Were ee he cree 427,000 451,000 
Employees’ welfare benefits, .os..:cc5 ten setae as ae eee 44,000 42,000 | 
ROUGE. sos vccacnakwaiudia ok «Seu eo ie eae ters ie aie te Onin cee eee 51,000 40,000 | 
Telophone, telegrams And postiee <s.c. sapere scan aa cas cease 28,000 29,000 | 
Printing, stationery and. offer supplies 5.23 es ee ee 26,000 27,000 
ALTOVEL 013.5: 3 de ten a pas dus. eeu oie ae ee a are ce ee 12,000 15,000 
Other expense yi. 9 15. 0. ca Ti fea Gee gee eget EN ls cere 12,000 12,000 
600,000 616,000 
Haceet-of incertae’ over expense 2.04 (20 ee eee tes a ee eee $ 355,000 $ 194,000 


The decrease in salaries was due mainly to staff economies: at March 31, 1962 the: 
Corporation employed 99 persons—a reduction of seven from the preceding year. The 
increase in rent is the result of a higher rental rate for the new Ottawa headquarters 
premises to which the Corporation moved in May 1961. 

Pursuant to section 81 of the Financial Administration Act, the Corporation was | 
directed in 1959 and subsequently thereafter to pay to the Receiver General at intervals of 
not longer than six months, all of the surplus in its general account in excess of $100,000. 
The $355,000 excess of income over expense for the year under review was, In consequence, — 
paid to the Receiver General, leaving the balance in the surplus account unchanged at 
$100,000. 

The Corporation’s agency account shows the Crown’s equity at March 31, 1962 to be 
$7,242,000 compared with $4,929,000 at the end of the preceding year. The equity was 
largely represented by amounts receivable under long-term interest-bearing sales agree- 
ments totalling $6,370,000. 

The transactions in the agency account during the year ended March 31, 1962, 
compared with the previous year, are summarized as follows: 

Year ended March 31 


1962 1961 
Proceeds from sales, etc.: 
Goverument of Catade’ -)-.l.ckl. schon eee eee $12,355,000 $ 7,908,000 
Other: principals: s22/)1). <4 bade a eeenee). edt tos 631,000 1,471,000 


REIRCG PATO joo. Jct ws mg gle Sacto ee 243,000 198,000 


13,229,000 9,577,000 
Less: Direct costs relating to sales ..... 6. .ccccsecaccucceeccccscs., 39,000 55,000 


13,190,000 9,522,000 
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Year ended March 31 


1962 1961 
Deduct: 


Percentage of net proceeds from sales, etc., retained by the Corporation 955,000 810,000 
Remittances to 
peoceiver “yeneraloor Crndsa iy. 0. ik. TBR 9,355,000 8,118,000 


SN NEU TR Ahi iis vied opie Soave bewicn oclat 556,000 1,368,000 
9,911,000 9,486,000 


10,866,000 10,296,000 


Increase in equity: 
oy cs al a RR ME At A a 2,313,000 (728,000) 
eet Meret B00 5b Sabicea tis: .waca. . loadioci.l eonia: 11,000 ( 46,000) 


$ 2,324,000 $ (774,000) 


165. Defence Construction (1951) Limited. This is a Crown-owned civilian agency 
which was incorporated in 1951 under the Companies Act, 1934, pursuant to the 
authority in section 7 of the Defence Production Act, now R.S., c. 62. The company is 
responsible for awarding and supervising contracts for defence construction projects. 
During the year ended March 31, 1962 some $86 million was expended on such projects 
from funds provided by annual appropriations for the Department of National Defence. 

) The major portion of the company’s administrative expense is provided for by 
annual parliamentary appropriations under the Department of Defence Production. The 
following is a comparative summary of the operating results for the past two years: 


| Year ended March 31 


1962 1961 
| Expense— 
RNA OTE AWE RINOWAN COG. 5 ns enone s Gaede ee es dunia es be nue Smee $ 2,683,000 $ 2,479,000 
| Sewer ae eet Were Rrra beak os Whee doe ex. tis eV TORA Os POS. 302,000 244,000 
| GN SUBIR OS UOT. He. ow craic 5 nit ons ce es 230s we TE 190,000 176,000 
| aa ae ken cyclic ce baka da en vn ne we naaia awe es 315,000 265,000 
| 3,490,000 3,164,000 
Income— 
Reimbursement for engineering and administrative services ........ 27,000 133,000 
ee OT ee on 8. ss cde Dies © 6 Sa ounse gh 3,000 1,000 
| 30,000 134,000 
SRNR. TPT BC AiG. Dal. cig whee he owen bos lp wa Ovid's & 0p Oe ate a oce $ 3,460,000 $ 3,030,000 


An increase of 49 in the number of employees and a salary increase granted engineer- 
ing personnel largely accounts for the increase in salaries and living allowances. Increased 
activity in radar site construction in western Canada and completion of other construc- 
tion in the North occasioned the increase in travel and removal expense. Printing and 
stationery previously provided without charge by the Department of Defence Production 
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was paid for by the company directly to the Queen’s Printer. This, in addition to the. 
purchase of an accounting machine, largely accounts for the increase of $50,000 in 


“other expenses’. 


The completion of the Northern Ontario section of the all-Canadian gas pipe line | 
and the termination of an agreement whereby the company recovered a portion of its | 


expenses for technical services rendered on construction projects under the Colombo Plan, | 


| 


resulted in the considerable decrease in income earned by way of reimbursement for 


engineering and administrative services. 


166. Eldorado Aviation Limited. This company, a wholly-owned subsidiary of | 
Eldorado Mining and Refining Limited, was incorporated in 1953 under the Companies | 
Act. With headquarters in Edmonton, the company provides air transportation services - 
exclusively on behalf of the parent company and Northern Transportation Company | 


Limited, which share the cost of operations on a cost-per-ton mileage basis. 


The equity of Eldorado Mining and Refining Limited at December 31, 1961 com- 
prised capital stock of $28,000 and surplus of $228,000. The following is a comparative | 


summary of the expenses of the company for its past two financial years: 


Year ended December 31 
1961 1960 

Salaries, wages and contributions to employees’ pension plan .......... $ 263,000 $ 288,000 
Supplids” (4.2. aden es OR ee eae. eee 180,000 238,000 
Provision. fom.denreciahiots «nfs de a eee tae ee ee 92,000 107,000 
TREYRA ES ec isin bs ho speck Sale ete hese Papa Pra UR co lagk eR ere eae ee 88,000 99,000 
Prparrg ree cece ca Oe eke Ce Ped ee nee te ea ee ere eee 63,000 65,000 
Other’ expenses? 088 ois cn aks See GREE cs be eee ee 64,000 95,000 


$ 750,000 $ 892,000 


The expenses for 1961 were recovered or recoverable as follows: Eldorado Mining and 
Refining Limited, $637,000; Northern Transportation Company Limited, $103,000; and 
other, $10,000. The decline in expenses in 1961 reflects a reduction in air freight and in 
hours flown caused by the shut-down in 1960 of the Port Radium mining operations of 
the parent company. 


167. Eldorado Mining and Refining Limited. This company was incorporated in 
1945 under the Companies Act following expropriation by the Government of Canada in 
1944 of the shares of Eldorado Gold Mines Limited, a privately-owned company in- 
corporated in 1927. The head office of the company is in Ottawa, with the mine located 
in the vicinity of Uranium City, Saskatchewan, and the refinery at Port Hope, Ontario. 

The principal functions of the company are to produce, refine and sell or dispose of 


uranium and other allied products. In 1948 it was also charged with the responsibility for | 


the purchase and disposal of all uranium produced in Canada, although in recent years 
private producers have been free, under certain circumstances, to sell uranium without 
reference to the company. Certain uranium concentrates were procured from other 
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producers and sold by the company at cost to the United States Atomic Energy Com- 
mission and the United Kingdom Atomic Energy Authority to the extent of $177,600,000 
during the year ended December 31, 1961. 


The Crown’s equity in the company at December 31, 1961 comprised capital stock of 
$6,586,000 and surplus of $42,472,000. During the year dividends of $5,000,000 were paid 
to the Receiver General compared with $4,935,000 in the preceding year. 


A comparative summary of income and expense for the past two financial years 
follows: 


Year ended December 31 


1961 1960 


—_— _—_—.- 


Income— 
| Sales of uranium concentrates, uranium metal and related products, 


mia Tevenie TOM TENNINGE SCTVICES ... «. ccccc.cmwan ssc .sccccccunace $29,607,000 $36,186,000 
ee eg ee ck sts us ace eatcbeede nti Fetu is 728,000 637,000 
| 30,335,000 36,823,000 
Expense— 
Mime, tréaning and “other: expenses) 007. Fi P11. On 4. OLY, 2. 15,535,000 18,926,000 
Pre RnB Macs SON COM CAB LTA LCE nn dcceessre tau oT omaokd vlna smevae Baw + 497,000 413,000 
EEE ENE OR cg hae wis wie ¥ Sg t's Wigs dae vee 3,900,000 3,876,000 
Amortization of cost of acquiring rights to deliver concentrates on 
cancellation of contract with another producer .................- 4 178,000 5,068,000 
Amortization of pre-production, mine development and other deferred 
EER ARPES al a, ans Wi Se Giese 3 a ae mw UGS RAO am WO 1,102,000 766,000 
Pereserenriye WE WRN Gl WVOTGOTICR 25... 0c00u cone ese scsetccascevesoes 785,000 1,600,000 
25,997,000 30,649,000 
4,338,000 6,174,000 
EE Ee a i en, | a Te ae 2,125,000 2,700,000 
ee on ee eee See LY. seek re Secrets Gees dee eVa ck eesee ks $ 2,213,000 $ 3,474,000 


| A $6,967,000 decrease in sales of uranium concentrates was offset, to a minor degree, 
by an increase in revenue from refining services of $388,000 for the refining of ap- 
proximately one million pounds more uranium concentrates for the United States Atomic 
Energy Commission than in the previous year. 


The decrease in mining, refining and other expenses is a reflection of the reduction 


in sales of uranium concentrates. 

The green salt plant and the uranium metal plant at the Port Hope Refinery were 
‘idle during 1960 and for the greater part of 1961. Depreciation was not provided on these 
‘plants during 1960 but $284,000 was provided in 1961. Otherwise the manner in which the 


‘provision for depreciation was calculated remained basically unchanged from 1960. 
In March 1960 the company acquired, at a cost of $19 million, the rights of another 
uranium producer to deliver concentrates to the United States Atomic Energy Commis- 


sion, The cost is being written off on a pro-rata basis against the production remaining to 
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be supplied out of the Beaverlodge mine. After amortizing $4,178,000 in 1961, the sum 
of $9,823,000 remained to be written off by April 1965. | 

The amortization of pre-production, mine development and other deferred eX= | 
penditures continued to be at the rate (established in 1960) of 30 cents per pound of | 
uranium oxide produced. The increase of $336,000 is more than accounted for by the. 
inclusion in 1961 of the amortization of other items which were classified as “Mining, | 
Milling and Refining” in the previous year, namely: purchase price of mining rights ) 
contiguous to Beaverlodge property, $155,000; preliminary costs relating to construction | 
of green salt pilot plant, $152,000; and hydro-electric expansion at Beaverlodge, $69,000. 


The reduction in valuation of inventories comprises: 


Port Radium—general, leach plant and commissary stores ...........ccceeeecccues $ 85,000 
Port Hope—uranium metal and allied proditews 1.7. -..2..5... cece cles eee cee eee 700,000 
$ 785,000 


Following the shut-down of the Port Radium mine in 1960, substantial losses on disposal | 
of inventories were considered inevitable by the management and accordingly these were 
reduced by $639,000 in that year. The further write-off of $85,000 in 1961 reduced these 
stores to the nominal value of one dollar. The inventory valuation of uranium metal and 
allied products at Port Hope was reduced by $927,000 in 1960, and the further write-off 
of $700,000 in 1961 revalued these products in accordance with the current market 
conditions. 


168. Export Credits Insurance Corporation. This Corporation was established in 1944 
by the Export Credits Insurance Act, R.S., c. 105, to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 
Corporation is intended to operate on a self-sustaining basis from premiums charged on 
contracts of insurance. Where the Corporation is of the opinion that a proposed contract 
of insurance would impose upon it a liability for a term or in an amount in excess of that 
which it would normally undertake, the Governor in Council may, under section 21 of the 
Act, authorize the Corporation to enter into the proposed contract of insurance. In the 
event of a loss under this section (there have been none) the moneys required to discharge 
the liability are payable from unappropriated moneys in the Consolidated Revenue Fund. 
A 1959 amendment to the Act introduced section 21A under which the Corporation may, 
with the authority of the Governor in Council, provide financing for long term export 
sales of capital goods with funds available out of the Consolidated Revenue Fund. The 
Corporation’s head office is in Ottawa with branch offices in Montreal and Toronto. 

The Crown’s equity in the Corporation at December 31, 1961 was $17,502,000, 
consisting of share capital of $5,000,000, capital surplus of $5,000,000, earned surplus of 
$1,493,000 and an underwriting reserve of $5,000,000, together with advances and accrued 
interest totalling $1,009,000 in respect of long term financing of sales agreements under 


section 21A of the Act. The Corporation held Government of Canada bonds having a par 
value of $17,350,000. 
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Export sales insured by the Corporation on its own account during 1961 totalled 
$66,000,000 and premiums earned amounted to $566,000. Export sales insured under 
section 21 of the Act also totalled $66,000,000 and premiums amounted to $1,252,000 of 
which $939,000 was remitted to the Receiver General and $313,000 was retained by the 
Corporation in respect of expenses and overhead. At December 31, 1961 the liability of the 
Corporation under contracts of insurance issued and outstanding totalled $235,013,000 of 
which $168,902,000 was for contracts entered into under section 21 of the Act, 

During 1961 the Corporation entered the field of direct financing of long term export 
sales of capital goods under authority of section 21A of the Act. Moneys required for 
this purpose are available to the Corporation out of the Consolidated Revenue Fund up 
to a limit of $300,000,000. At December 31, 1961 the Corporation had signed agreements 
to finance export sales amounting to $41,000,000 and had undertaken to guarantee 
negotiable instruments totalling $21,220,000 with respect to completeed sales. In addition, 
it had agreed in principle to finance $114,000,000 of prospective sales. 

The following is a comparative summary of operations for the Corporation’s past two 
financial years: 


Year ended December 31 


| 1961 1960 
) Income 
Persea? DO, SIMO. 2.000. LO a A. $ 744,000 $ 756,000 
Expense 
| Palarian ani peneite {Vi OU! OE ou roT Be sib 221,000 192,000 
| NN ion i sing vv gue cane v pee dseecus 15,000 15,000 
| LESLIE LITE FO DED PEE EE |, ee ee 17,000 11,000 
| Communications expense and credit reports ..............eeccceeeee 16,000 11,000 
Stationery, printing and office expenses .............cccccececcccces 18,000 9,000 
| Leasehold improvements and office removal expenses .............. 24,000 — 
| Te, Oe Tn ecncsgenceuarence en 18,000 12,000 
op ono ween, ee sm mene 
329,000 250,000 
415,000 506,000 
: aE Pe: Tee 
Policyholders’ claims 
| re eect a cavesscccccurecsenes 558,000 436,000 
| Seeeemeatads fans, ce en es, Ae UO LS. Se 163,000 520,000 
395,000 (84,000) 
/ Ss 
Excess of premium income over expense and policyholders’ claims (net) 810,000 422,000 
| MME RMIMEME PU TUVORLIOONIS 2.0.55. 0.0pcccccrecnconssccpencenacecs 678,000 626,000 
1,488,000 1,048,000 
| Deduct: 
Transfer to underwriting reserve ............sseecceescceeeeceeeees — 95,000 
EE EE Oe ere Pre eee eee 741,000 207,000 
| 741,000 302,000 
; —— — 
Surplus for year, transferred to earned surplus account ............-- $ 747,000 $ 746,000 
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The employment of staff for an Export Finance Division and the move to larger. 
office quarters in September 1961 were largely responsible for the increase of $79,000 in 
the Corporation’s expenses which amounted to $329,000 in 1961 as shown above. | 

The following is a summary of transactions during the year in respect of payments. 
on policyholders’ claims for losses: | 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1961 paid recovered off Dec. 31, 1961 
Tugoitentr oo Jiotee eae $ 269,000 §$ 9000 $ 1,000 $ 9,000 $ 268,000 
RISTAUID = 054.0 area. Cee 272,000 131,000 14,000 35,000 354,000 
Exchange transfer ........ 1,989,090 23,000 543,000 (13,000) 1,482,000 
REE Ss da ek clue er ee re 1,000 — — — 1,000 


$ 2,531,000 $ 163,000 $ 558,000 $ 31,000 §$ 2,105,000 


Of the amount of $2,105,000 in claim payments shown above as outstanding at 
December 31, 1961, the Corporation anticipates making substantial recoveries, par- 
ticularly in respect of those claims, amounting to $1,482,000, which were paid because of | 
exchange transfer difficulties in the buyers’ countries. 


In last year’s report it was noted that the Corporation had requested an exporter to 
refund $70,000 in respect of claims for accounts which later appeared to have been col- 
lected by his agent. The amount was refunded to the Corporation in March 1962. 


169. Farm Credit Corporation. This Corporation was established in 1959 by the Farm 
Credit Act, 1959, e. 43, to succeed the Canadian Farm Loan Board which had operated 
since 1929. The purpose of the Corporation is to make, administer and supervise long 
term mortgage loans to farmers. The head office is in Ottawa and there are seven branch 
offices and 108 field offices throughout Canada. 


At March 31, 1962 the equity of the Government of Canada in the Corporation 
amounted to $218,530,000, comprising: capital, $8,100,000; loans, $201,871,000; accrued 
interest on loans, $5,802,000; and reserve for losses, $2,757,000. During the year under 
review the Government paid the Corporation $1,700,000 to increase its capital and ad- 
vanced a further $52,517,000 (net) by way of loans. 

During the year, 6,027 loans (5,162 in 1960-61) were made to farmers to a total of 
$68,887,000 ($52,305,000 in 1960-61) and repayments amounted to $15,197,000 
($11,015,000 in 1960-61). Loans outstanding at the year-end, including accrued interest, 
amounted to $217,898,000 compared with $162,427,000 at the end of the previous year. 

During the year the Corporation borrowed from the Government of Canada 
$27,000,000 at an interest rate of 5% and $27,500,000 at an interest rate of 44%, This 
money was loaned to farmers at an interest rate of 5% which is the maximum rate set 
by section 16 of the Farm Credit Act. The money borrowed at 5% during the year 
brings to $96,300,000 the total of amounts loaned to farmers at an interest rate of 5%, 
Which was borrowed at interest rates of 5% ($65,500,000) and 534% ($30,800,000) since 
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April 1, 1959. In addition to a direct loss of $3,000,000 in interest during the period of 
repayment of the $30,800,000 that was borrowed at 534%, these interest rates provide no 
margin to meet administrative expenses and losses on loans. 


Section 15 of the Act requires the Corporation to establish a reserve out of which 
may be paid “any losses sustained by the Corporation in the conduct of its business”. The 
Corporation is required to credit to this reserve the net earnings of each year until the 
reserve is equal to the capital of the Corporation, which amounted to $8,100,000 at 
March 31, 1962. | 

In the years up to March 31, 1960 the reserve for losses had been built up to an 
amount of $3,749,000, including $3,486,000 accumulated by the predecessor corporation 


to March 31, 1959. However, the excess of expense over income in the years 1960-61 


| 
| 
| 


| 


; 


and 1961-62 had reduced the reserve to a balance of $2,757,000 at March 31, 1962. 


As further annual operating losses are in prospect, consideration should be given to the 
means whereby these losses may be covered without further depleting the reserve, 
and also to the manner in which the reserve can be brought up to the equivalent of the 
capital of the Corporation as contemplated by section 15 of the Act. 


The following is a comparative summary of the income and expense of the Corpora- 
tion for the past two years: 


Year ended March 31 
1962 1961 
Income 
AE gS a ee ree: $ 9,152,000 $ 6,655,000 
Deduct: Interest on loans from the Government of Canada ...... 7,867,000 5,452,000 
1,285,000 1,203,000 
ORICA, SUDETVision atl Legal 1CCR ss. eek aes dee cee ete eee 406,000 377,000 
1,691,000 1,580,000 
Expense 
elation Andsemployer menelite) CF Swae! ll... uv ecanes eolscas amiss. s 1,817,000 1,213,000 
es es ene emis mu 216,000 107,000 
ORY MORISSET ore a uke «sens veg sce «sw ud eee «olde as oe see 129,000 117,000 
Fees and expenses of outside appraisers ...........:ceeeeeceeececees 91,000 173,000 
Premiie, Seatonery anc Olice SUppliOs |... 5.0... . esse cee ce ee eeeres 80,000 89,000 
Postage, express, telephone and telegraph ............--.eeeeeeeeeee 59,000 40,000 
EE eee ee ae ee Pe rot eee tet re TF 75,000 44,000 
2,467,000 1,783,000 
Wet loss carried to reserve for losses .........0.2c+eeeccevececacececs $ 776,000 $ 203,000 


The increase of $684,000 in expenses for the year ended March 31, 1962 resulted 


largely from the continued growth in lending activity and the expansion of the Corpora- 
tion which has resulted in an increase in staff from 183 at March 31, 1960 to 308 at March 
31, 1961, and 388 at March 31. 1962. 


; 
| 
; 
| 
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170. The National Battlefields Commission. This Commission, constituted by the 
National Battlefields at Quebec Act, 1908, c. 47, with the object of acquiring and 
preserving the historic battlefields at Quebec, comprises nine members of whom seven 


| 


are appointed by the Governor in Council and one by each of the provinces of Ontario and — 


Quebec. 
Since 1958 the Commission has been financed by annual parliamentary appropria- 


tions rather than, as formerly, by statutory grants extended from time to time under the | 
constituting Act. At March 31, 1962 the proprietary equity of the Crown in the Commis- 


sion amounted to $1,461,000 represented by an investment in capital assets of $1,445,000 
and working capital of $16,000. The increase of $16,000 over the equity at March 31, 1961 
is accounted for by an increase of $19,000 in capital assets and a decrease of $3,000 
in working capital during the year. 

The following is a summary of expenses for the year under review compared with 
those of the preceding year: 


Year ended March 31 
1962 1961 
Salaries, wages and related expenses 2s «<si00 seca ins dene qa o's aoe ve ee 8 $ 151,000 $ 139,000 
Policia S6rvicee 5 iy saad evince Cote e dea dad oes ee ee eee ee ee 12,000 ca 
Operating supplies ane. nursery stock 5 .Suw.. oc. «sk exten ean cca er 10,000 9,000 
Heatenent atid power . 022s. iee 2 oe oa ce een Per eee eee ene 10,000 11,000 
Provision for proiessional ‘services 4 oak... Tu. Ce oie oe Be 2,000 5,000 
CM ieretreGhSes uit ott. 2. 8. onde look bled xtc ee eee een eee 5,000 7,000 
190,000 171,000 
Capel. GUtIAVE nasorinig cece sce c dc au wee ee ee re Ore ee 24,000 22,000 


$ 214000 $ 193,000 


The increase in salaries, wages and related expenses is attributable mainly to wage 
increases granted during the year under review. The $12,000 expense for policing services 
represents payments during the year to the Canadian Corps of Commissionaires for 
supervisory services within the park. This supervision had previously been provided by 
the Royal Canadian Mounted Police at no charge to the Commission but was withdrawn 
due to staff limitations. 

The expenses of the Commission during the year under review, shown above in the 
amount of $214,000, were financed to the extent of $211,000 by Vote 289, Appropriation 
Act No. 5, 1961, with the balance of $3,000 being provided by miscellaneous income and 
utilization of surplus. 

Funds contributed by provincial governments, municipalities and others in the 
years following the constitution of the Commission in 1908, which may be used only for 
the acquisition of land and with prior parliamentary approval, amounted to $28,000 at 
March 31, 1962. The only change in the balance of this account over the past thirty years 
has been the increase arising out of investment earnings. 
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Levies by the City of Quebec for snow removal tax, for which the City has been 
billing the Commission annually since 1955, totalled more than $450,000 by the end of 
the year under review. Since the Commission regards the battlefields as a park and 
therefore not subject to a tax of this nature, it has lodged appeals against the assessment 
of these levies, and has made no provision for them in its accounts. Recent decisions in 
the Exchequer Court of Canada and the Court of Appeal of Quebec in similar cases appear 
to support the Commission’s contention. 


171. National Capital Commission. This Commission was established by the National 
Capital Act, 1958, c. 37, to succeed the Federal District Commission which had been estab- 
lished in 1927 as the successor to the Ottawa Improvement Commission, 1899. 
The objects and purposes of the Commission under the Act are “to prepare plans for 
and assist in the development, conservation and improvement of the National Capital Re- 
gion in order that the nature and character of the seat of the Government of Canada may 
be in accordance with its national significance”. Subject to the control exercised by the 
Governor in Council, the Commission has wide powers including those relating to: acquisi- 
tion and development of property; construction and maintenance of parks, roads, bridges, 


buildings and other works; undertaking joint projects with municipalities or making 
grants to municipalities; construction and operation of concessions; and the administra- 
| tion of historic buildings and sites. The Commission consists of 20 members appointed by 
the Governor in Council from across Canada. 
The proprietary interest of the Government of Canada in the Commission at March 
31, 1962 totalled $70,373,000, represented by: unexpended balance of loans, $901,000; 
inventories of tools, equipment and supplies, $213,000; payments for land purchases 
under negotiation, $4,281,000; and cost of capital assets, $64,978,000. 

The Commission’s activities are financed by annual parliamentary appropriations, 
drawings from the National Capital Fund and loans from the Government of Canada, 
along with incidental revenues from rentals, etc. A summary of the expenditure and other 


transactions for the past two years is as follows: 


Year ended March 31 
1962 1961 


Operation and maintenance of parks, parkways and grounds adjoining 
Government buildings at Ottawa and Hull and general administration 


EE NE EE Oy Oe Eee ee eee ere ee eT eT ree $ 2,579,000 $ 2,117,000 


Provided for by: 


ee eee et Ce eer te er $ 2,317,000 $ 1,911,000 


Rest al ula le elt i eer Trey 262,000 206,000 


$ 2,579,000  $ 2,117,000 
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Year ended March 81 
1962 1961 
National Capital Fund 
Balance of Fund in hands of Commission at beginning of year ...... $ 1,000 521,000 
Add: 
Amounts drawn from Fund provided by parliamentary appropria- 
trotias | bac SOS a A ee a BA Pee oe ae BON AD 4,250,000 3,000,000 
Proceeds from sales of property .. occ) 25s 22022. aonb ee 682,000 193,000 
4,932,000 3,193,000 
4,933,000 3,714,000 
Deduct: 
Expenditures— 
Capital outlays for parks, parkways, railway lines and structures, 

CEC. kao vndlea cbs pees Bate ee ee Cee aT ae 2,968,000 2,259,000 
Repayment of loans to acquire property now in use—Queensway 345,000 — 
Maintenance of land and rehabilitation works ................- 112,000 92,000 
Contributions to the City of Ottawa and other municipalities 

towards the cost of constructing roads, bridges and sewers ... 1,206,000 1,362,000 

4,631,000 3,713,000 
Balance of Fund in hands of Commission at end of year ........... $ 302,000 1,000 
Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 
Unexpended balance of loans at beginning of year ................- $ 684,000 $ 450,000 
Add: 
Government or Ganndar teas (neLr © ote cet. os te ree en 6,247,000 7,489,000 
Proceeds from sale of property (including $345,000 charged to 
National Caniial and 1 ho hee ae ae ean on ae eee 3,553,000 
9,800,000 7,489,000 
10,484,000 7,939,000 
Deduct : 
Expenditures for, Aequisitionvof: property is wn.iece ets panhicrs. iss 9,583,000 7,255,000 
Unexpended balance ot Toans at end ot "year .. 0... se cee $ 901,000 $ 684,000 
Interest charges on outstanding Government of Canada loans 
Diberest 10. La IS ocak SA Be tl ni alae ag eases Rule er a cate $ 1,505,000 $ 1,097,000 
Provided for by: 
Parliamentary sa p proprietor 6 cu: (ie aire poe ee tee a) ea $ 1,304,000 $ 940,000 
Net revenue from rentals of property and interest earnings ..... 201,000 157,000 
$ 1,505,000 $ 1,097,000 


The Commission’s capital budget for 1961-62 was approved by Order in Council 
P.C. 1961-583 of April 20, 1961 and was laid before Parliament by the Minister of 
Public Works in accordance with section 80 of the Financial Administration Act. 
However, a revised (though reduced) capital budget approved by Order in Council P.C. 
1962-52 of January 11, 1962 was not laid before Parliament. 
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In paragraph 66 of this report, reference is made to interest paid by the Commission 
out of funds provided to it by means of annual parliamentary appropriations. 


172. National Harbours Board. This Board was established in 1936 by the National 
Harbours Board Act, now R.S., ¢. 187, and has jurisdiction over the harbours of Halifax, 
Saint John, Chicoutimi, Three Rivers, Montreal and Vancouver, together with re- 
sponsibility for the administration, management and control of Churchill harbour and 


the grain elevators at Prescott and Port Colborne. The head office of the Board is in 
Ottawa. 


The proprietary equity of the Government of Canada at December 31, 1961 is 
shown on the Board’s balance sheet as follows: 


Assets transferred to the Board on its establishment and sub- 


nT teh Aneta: dynatie Stl gall Pica, se iad aman OL eae $ 56,917,000 
| epcmme ps OMMACEH. JL. Jen. eles VoLilicit. |. fie les)... 290,937,000 
i Interest in arrears on loans and advances ..................-..... 64,786,000 
Reserves: 
Peeseetient ©. TAnudl BGseie ..?.....<....".....:.. le $ 88,370,000 
raren General wenience .............62-sslee eee cee 4,451,000 
Wanennnenta Wernmawention: OTE. £000 US... honk bene onal... 1,758,000 
EE ee 730,000 
———_—_ 95,309,000 
| 507,949,000 
Deduct: Deficit— 
| Seamer Bt bapiiningrot year sso... ws. ec cece ct cece. 67,561,000 
| Add: Churchill Harbour—sundry expenditures written off ..... 2,223,000 
| 69,784,000 
| Me eo te a a 2,000 
ROTM NN NRE facts a cenncrersndnceeibsbinteronsesiadandpr actllslmnraswremees $< 69,782,000 


$ 438,167,000 


During the year under review, loans and advances increased by $11,675,000 and 
interest in arrears by $5,778,000, to the totals of $290,937,000 and $64,786,000 shown 
above. It was observed in last year’s report (paragraph 132) that there appears little 
Prospect of the Board being in a position to meet principal and interest obligations of 
this magnitude on the basis of the present level of its operations, and it was suggested 


that consideration be given to reconstituting its financial structure on a more realistic 
basis. 


! 


Under a tri-partite agreement dated May 5, 1928 the Province of Quebee and the 
City of Montreal agreed to contribute to the Board one-third of any annual deficit arising 
from the operations of the Jacques Cartier Bridge to a maximum of $150,000 each. The 
Province and the City both refused to make their required contributions towards the 
annual deficits that occurred during the period from 1944 to 1949 (no operating deficits 
Were incurred by the Bridge between 1950 and 1961, but tolls were discontinued effective 
June 1, 1962). The Board initiated legal proceedings against the City of Montreal for its 


; 
. 
| 
) 
) 
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share of the contributions required under the agreement and the Supreme Court of 
Canada, upholding the decisions of Lower Courts, rendered judgment on December 9, 
1952 in favour of the Board. Meanwhile, no payments have been made by the Province 
of Quebec whose indebtedness to the Board under the agreement amounted to $744,425 at 


December 31, 1961 as shown on the balance sheet. Were interest accrued on this balance | 


at the rate set by the Supreme Court of Canada in its judgment against the City of 


Montreal, the amount due by the Province would have exceeded $1,250,000 at the 


year-end. 


The liability item for “contractors’ security and other deposits” on the Board’s — 
balance sheet as at December 31, 1961, includes rentals amounting to $127,000 collected — 


over many years for certain areas at Coal Harbour, Vancouver. As noted in last year’s 


report, the ownership of the areas in question has been in dispute between the Board and 
the Canadian Pacific Railway Company since the Board’s inception in 1936 and between | 
the Board’s predecessor and the Railway Company since 1880. It is understood that the © 


C.P.R. was holding in escrow the sum of $208,000 at the year-end. 


The following is a comparative summary of the operations of the Board for its past — 


two financial years: 
Year ended December 31 


1961 1960 


Operating income— 
$ 3,243,000 $ 2,946,000 


TarbOurs Goes Fae SW Oe AGS we Said s ele ea eae sleeerrre aen 
Wharves ANd: Piers < .eskw aes cao wane wp ese weieees roles oes emaiies Reed 9,366,000 8,822,000 
Grain elevator SySteMS ........cseceeec cere cet eeceeeeeceeceecesees 7,739,000 7,104,000 
Cold storage SYStEMS ....... cece eee e eect eee et ences eeeeeereeeeeess 1,172,000 1,078,000 
Permanent shed ec yr eThs dace des «clone sla winnie a a Raw Siete a's sin n= Alas 1,843,000 1,779,000 
Railway systems Go Mee icv s sens sono e en tees wae ee ne ence een caeas 731,000 810,000 
Jacques Cartier Bridge .........--esesececcrecceesceecreeccccccoenes 3,498,000 3,354,000 
Miscellaneous SErviGes. oc's < cviece-apersiarsdcasererase line sansace prix oniersimritovass coomyecvsa pas 1,426,000 1,246,000 


29,018,000 27,139,000 


Operating and administrative expenses— 


Tarbours ©... ¢/)¢ XS ee ae EO a es 3,775,000 3,409,000 
Wharver and) piers,« vagus weds Kw «tp hed ee ep ee ek oe oe 871,000 1,081,000 
Gram elevator systems .\ cs + 6 sie s~ cip ewes sabe cele ole SEN neh ke so es 5,416,000 5,229,000 
Cald storage: Systeme... 0s oc. TRE RE es tre cea emetic nes ene is eee eee 1,141,000 1,104,000 
Permanent. shedai.. jie. ia aialte kat. eaaret oad. See amet «ap ee 1,378,000 1,457,000 
Railway BYStEMS: «osc ktecekd dnc saad <a eee eee a eRe 1,119,000 1,189,000 
Jacques Cartier Badge) icici’ vas ces «0450 beeen tae ees kee e seas 694,000 658,000 
Miscellaneous’ ‘services ) os cecdb sc Via wR is ee ee elaine date sd 1,645,000 1,469,000 
Administrative GxXpenaes  .geu san si 045 Scenes wees peewee See ee ee 2,004,000 1,838,000 


18,043,000 17,434,000 


Net operating GnGOmG sc ciesdis «nash edie Hones weeny FO e Cake one nl 10,975,000 9,705,000 
Other income— 
pneome: from MiVeeeneie . ©. oh. nue vac ek seco eects eee eames 2,520,000 2,476,000 
Miscellaneous 6.5 0c 104. ee Sa ees SR A SO, Pe eee ee 170,000 178,000 


13,665,000 12,359,000 
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Year ended December 31 


1961 1960 
Special charges— 
Provision for interest on loans and advances ...................... 8,759,000 8,596,000 
Provision for replacement of capital assets ......................... 4,349,000 4,139,000 
FM a I 555,000 413,000 


13,663,000 13,148,000 


| Ce Ee ee $ 2,000 $ (789,000) 


_ During the year there were no significant adjustments in the rates charged by the 
Board for its services, the increase in revenue being due to a general iner 
activity which in turn contributed to the increase in operating and 
expenses for the year. 


ease in business 
administrative 


In 1958 a contract was awarded for the construction of a grain gallery following a 
fire at Lapointe Pier, Vancouver Harbour, and eventually payments under the contract 
exceeded $480,000. Part of the contract, involving the construction of fourteen grain 
spouts, was sublet by the prime contractor, After the reconstructed section had been 
in operation about eighteen months, one of the grain spouts collapsed for no apparent 
ison. An X-ray examination revealed that a fracture had occurred at a welded joint, 
whereupon the remaining thirteen spouts were so examined and all were found faulty due 
to lack of weld penetration. The Board encountered difficulty in getting the prime con- 
tractor to undertake remedial repairs and, because of the urgent need for the facilities, 
authorized another contractor to repair the welds. The total cost amounted to $17,000 and 
this sum was recorded by the Board as receivable from the prime contractor; however, 
ihe Board’s files did not reveal any firm action ever having been taken to collect the 
mount. Instead, the Board negotiated with the sub-contractor and finally agreed to 
iecept $3,500 from a shareholder of the sub-contracting company, which was then in 
inancial difficulties. The balance of the account was written off as uncollectable. 


Additions to capital assets during 1961 aggregated $25,347,000. Three cases were 


bserved, involving expenditures in connection with capital assets, for which no benefit 
vas received: 


1. In July 1959 the Board awarded a contract in the amount of $417,000 for the construc- 
tion of a wharf at Quebec Harbour. During the course of the work large quantities of 
silt accumulated behind a newly constructed section of the wharf causing it to collapse. 
The contractor was then instructed to remove the collapsed section and rebuild it. Blame 
for the accumulation could not be attributed to the contractor who followed the Board’s 
instructions at all times. The Chief Engineer accordingly recommended that the costs 
of removal of the collapsed section and the reconstruction costs be borne by the Board 
and additional payments of $104,000 were made to the contractor. 
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Subsequently, in July 1961, it was discovered that the steel sheet piling of the wharf had 
visibly bulged. It then became necessary for the Board to rent equipment, at a cost of 
$9,000, and excavate the material behind the complete length of the retaining wall and 
renew certain bolts (the contractor had set the bolts according to the design). Since the 
work was performed by the Board’s own labour force, the full additional cost arising 


from failure of the bolts could not be definitely ascertained but the direct labour and _ 


materials cost $65,000. 


- In June 1959 the Board entered into a contract for the construction of an extension to a 


sewer outlet at Montreal Harbour at an estimated cost of $373,000, after providing 
$30,000 for contingencies. When the contract was all but completed, the contractor 
submitted a claim for additional compensation for extra work and hardships arising 
from circumstances which he alleged were not shown, inferred nor capable of being 
foreseen in the plans or tender documents or on the actual site at the time of tendering. 
The Board presented the contractor’s claim to a firm of consulting engineers for an 
opinion as to its merits. Except for a sum of $13,000, involving work not included in 
the contract, the consultants recommended that the Board should not consider itself 
responsible. It was also the opinion of the Board’s solicitor that any payment to the 
contractor beyond the $13,000 for the extra work would be on an ex gratia basis. 


However, the report of another consulting engineer recommended payment of the » 


claim and, following further consideration of the matter, Executive approval was sought 
and obtained for payment of an ex gratia award of $62,000 in addition to the cost of 


extras. 


- In 1956 the Board entered into an agreement with a firm of consulting engineers for the 


preparation of plans and specifications, engineering assistance and supervision of 
proposed works to be undertaken for improvements, additions and alterations to Grain 
Elevator No. 3 at Montreal. Early in 1957 the Board decided to erect a new elevator 
(Grain Elevator No. 4) rather than proceed with the proposed changes to the existing 
elevator. The Board then sought and obtained Executive approval to pay the consultants 
$32,000 in respect of the original designs and drawings. 


New plans and specifications for Grain Elevator No. 4 were then prepared by the 
consultants. At a later date, however, the design of the marine towers was changed and 
a storage annex project was abandoned, with the result that some of the plans had to be 
redrawn and certain plans and specifications were not used. With Executive approval, 
the consultants were then paid $56,000 for redrawing plans and for plans and specifica- 
tions designed but not used. 


173. Northern Canada Power Commission. This Commission, which was established 


in 1948 and operates under the Northern Canada Power Commission Act, 1956, c. 44, con- 
sists of three members appointed by the Governor in Council and has its head office in 
Ottawa. The objects of the Commission are to construct and operate electric power plants 
and to supply power to mines and other users in the Northwest Territories and the Yukon 
Territory and, with the approval of the Governor in Council, in any other part of Canada. 


Hydro-electrie plants are operated at Snare River, N.W.T., and at Mayo River and | 


Whitehorse Rapids, Y.T., and thermal-electric stations are in operation at Fort Resolu- 


tion, Fort Smith, Fort Simpson, Inuvik, Fort McPherson and Frobisher Bay, N.W.T. 
and at Field, B.C. 


= ee 
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balance sheet at March 31, 1962, follows: 


Year ended March 31 


1962 
Advances: 
Under section 14 of the Act—for investigation of POOICC coy ids wind oo $ 50,000 
Under section 15 of the Act—for capital expenditures, including 
IEA DARE ENG ve hence ys shy EMM » BG « ols es a Sek » brcghcan cmon, 19,104,000 
Equity represented by depreciated value of public utilities at Inuvik, 
N.W.T., financed by advances under section 15 of the Act recoverable 
from funds to be appropriated by Parliament according to Order in 
Council PC. 1957-36/626 of May 3, 1957 .... 6 cee cece ncuccuceccece 6,759,000 
Reserve for contingencies, pursuant to section 10 of the Act .......... 1,611,000 


Reserve for extension, expansion and improvements, equivalent to 
expenditures incurred on acquisition of capital assets, as permitted 
MOET PeChON 22a Be Nb i el semis dia nb 6 vane’ Bowen 0s. 228,000 


Earned surplus 


$28,665,000 


ee hs ahs tins ais & Igoe pS a gudn vere bie'e ave@rewle 913,000 


1961 


-_~_— 


$ 50,000 


19,680,000 


7,004,000 
1,310,000 


212,000 
562,000 


$28,818,000 
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The proprietary equity of the Government of Canada, as shown on the Commission’s 


During the year, in its capacity as agent for the Government of Canada in respect of 


oans made under the Atlantic Provinces Power Development Act, 1957-58, c. 25, advances 
igeregating $3,237,000 were made to the provincial power commissions of Nova Scotia 
ind New Brunswick. As of March 31, 1962 these loans totalled $17 ,950,000. 
| 


) 


; 


Ee  — 


A summary of income and expense for the past two years follows: 


Year ended March 31 


1962 
Income— 
Saar APRON aS cert t o  e hns srs aed area «95 Vivre, «hier sicis bts oda BOR OD 
Income arising from construction, maintenance and operation of 
facilities for government departments and others ................ 471,000 
BaletDE Gere ano Beterinete wd, 8. OL 8G LS ule alk 375,000 
Pameesmrteee Be. Baebes. on 5h. dye cide) oaormid jake ecg pied» aa Vote stew 106,000 
3,988,000 
Expense— 
OE ES a a ee ee rn Per 1,823,000 
SEE NON lS aa hI FS oa cig a a0 .0 9 -d-e 40-5 ot ew Ri nvm <2 227,000 
Interest on advances from the Government of Canada ............. 775,000 
Provision for depreciation (equivalent to annual repayment of 
advances from Government of Canada) .............eccecceeeees 494,000 
3,319,000 


ei ss els nee Gnaig wh dm $ 669,000 


1961 


—_-- 


$ 2,559,000 


321,000 
140,000 


3,020,000 


1,228,000 
178,000 
498,000 


569,000 
2,473,000 


$ 547,000 
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The increases in both income and expense are largely explained by the fact that the 
accounts for 1961-62 reflect revenue of $471,000, and related direct expenditures of 
$421,000, arising from the construction, maintenance and operation of facilities for govern- 
ment departments and others, whereas in the preceding year only net results were 
recorded. In addition, the continued rise in consumer demand for power resulted in an 
increase in gross revenue and related expenses. Additional generating units at Snare River 
and Fort Resolution, which went into operation during 1960 were operated for the full 
twelve months during the year ended March 31, 1962. 


In last year’s report it was observed that the Commission should place ereater 


emphasis on keeping the recording of transactions on a current basis. During the year 
under review some improvement was found in the recording of transactions and manage- 
ment has undertaken to continue its efforts in this direction. 


174. Northern Ontario Pipe Line Crown Corporation. This Corporation was 
established by the Northern Ontario Pipe Line Crown Corporation Act, 1956, c. 10, for 
the purpose of constructing the Northern Ontario section of the all-Canadian gas pipe 
line, and leasing (subject to approval by the Governor in Council) the said section, on 
completion, to Trans-Canada Pipe Lines Limited, with an option to purchase. 

Section 6 of the Act authorized the Minister of Finance, at the request of the Corpora- 
tion and with the approval of the Governor in Council, to make loans, bearing interest at 


not less than 34%, to the Corporation for the construction of the facilities—with $130 


million being the maximum amount of these loans which could be outstanding at any 
time. At December 31, 1961, $121,980,000 was outstanding (at an interest rate of 34% 
per annum), a decrease of $3,020,000 from the preceding year, being the net result of 
additional loans of $4,205,000 and repayments of $7,225,000. 

At December 31, 1961 the capital cost of the Northern Ontario section amounted to 
$129,816,000 comprising assets acquired or in course of construction of $119,823,000, and 
engineering, administrative and financing expenses of $9,993,000. 


In October 1958 the Corporation entered into an agreement to lease the Northern 


Ontario section to Trans-Canada Pipe Lines Limited for a period of 25 years, with an 


option to purchase the facilities, exercisable within the period of the lease agreement. 
Under its terms all the expenses of operation, repairs and maintenance, taxes and other 
expenses of upkeep are borne by the lessee. 

At December 31, 1961 the Corporation’s surplus account stood at $365,000 compared 
with $219,000 at the end of the preceding year, an increase of $146,000. This increase was 
accounted for by the $151,000 difference between $4,461,000 interest earned in accordance 
with the lease agreement with Trans-Canada Pipe Lines Limited and $4,310,000 interest 
on loans from the Government of Canada, less sundry operating expenses of $5,000. 

In accordance with a 1957 agreement, detailed accounting records have been main- 
tained by Trans-Canada Pipe Lines Limited who have supervised all construction work 
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and costs under the over-all engineering supervision of Defence Construction (1951) 
Limited. As expenditure vouchers are certified by the former company and approved by 
the latter before payment by the Corporation, only controlling accounts needed to be 
kept by the Corporation. 

| As construction of the Northern Ontario section of the pipe line was deemed to 
have been completed on March 31, 1961, the Corporation’s full-time employees were 
... Any administrative work required is now being performed by personnel of the 
Department of Defence Production and Defence Construction (1951) Limited on a 
part-time basis, without charge to the Corporation. 

| 175. Northern Transportation Company Limited. This company is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited. Northern Transportation (1947) 
Limited was incorporated as a private company, under the Companies Act, 1934, by 
letters patent dated November 27, 1947 to take over the business and undertaking of an 
Alberta company, whose shares had been acquired when the Government expropriated 
the stock of Eldorado Mining and Refining Limited in 1944. The corporate name was 
changed to Northern Transportation Company Limited in 1952. With headquarters in 
Edmonton, its activities have been almost wholly confined to the Mackenzie River water 
system and the adjacent area of the Arctic Ocean. 

_ The equity of Eldorado Mining and Refining Limited at December 31, 1961 was 
ilies comprising capital stock of $152,000, surplus of $5,375,000 and a reserve for 
narine insurance of $500,000. 


_ The following is a comparative summary of the operations of the company for its 
dast two financial years: 


Year ended December 31 
1961 1960 

Income— 
EO Tell IR A ny en eee eee $ 2,458,000 $ 2,728,000 
ATA a ye 205,000 151,000 
2,663,000 2,879,000 

Expense— 
NE IIL GSE 2, 1,348,000 1,817,000 
INE SOR TMPMOTATION | Gy «eds oysa Gy» «Vieees cle cccesi seas eet 527,000 704,000 
Bernratnoe expenwes? , OU. BO (LA A ha ik. ail. 222,000 293,000 
2,097,000 2,814,000 
} a ES eS eeastaiminenciaelanedietes na 
a dns wae vax dbnenesetaccctedacsgas 566,000 65,000 
rmerrrmmmnrmmmnvaee G00. AP Sociales cebecceseeeeecsbes 312,000 5,000 
te a 5 is 9 ssn up sicin bu apne Gas AKO DAL AOS $ 254,000 $ 60,000 


! 


The reduction of $270,000 in freight earnings during 1961 is partly due to the com- 
letion of construction at Inuvik on the abandonment of the former townsite at Aklavik. 
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There accordingly was no revenue during the year comparable to that obtained in pre- 
ceding years for the transportation of new construction material and equipment to the 
Inuvik townsite. The Port Radium mining operation of Eldorado Mining and Refining 
Limited, which was located at Great Bear Lake, was shut down in September 1960 and 
caused a reduction in freight tonnage and revenue which was applicable to the full year in 
1961. 

In anticipation of the reduction in service requirements and freight earnings, the 
company put into effect a cost cutting policy including the withdrawal of certain vessels — 
from service, and the postponement of repairs to such time as the vessels might again be | 
in service. A considerable saving in operating expenses was thereby effected and largely 
accounted for the reduction of $717,000 in expenses during the year. 


176. Park Steamship Company Limited. This company, incorporated under the | 
Companies Act, 1934, for the purpose of supervising the operation of Crown-owned cargo | 
vessels, ceased operations when the “Park” fleet was sold in 1946-47. Its current activities — 
are limited to the settlement of occasional claims for compensation by seamen for injuries — 
that had been sustained during the operating period, and are attended to by the staff | 
of the Canadian Maritime Commission. | 


177. Polymer Corporation Limited and subsidiary companies. Polymer Corporation | 
Limited was incorporated in 1942 under the Companies Act, 1934, pursuant to section 6 
of the Department of Munitions and Supply Act, 1939, c. 3, as amended, 1940, c. 31. At | 
December 31, 1961 there were two subsidiary companies: Polymer Corporation (SAF), 
incorporated under the laws of France in January 1961, in which Polymer holds a 95% 
equity and the Banque de Paris et des Pays-Bas the remaining 5% ; and Polysar Belgium — 
S.A., a wholly-owned subsidiary incorporated under the laws of Belgium in December © 
1961. The company manufactures synthetic rubber and chemicals at Sarnia where the 
head office is also situated. The plants of the subsidiary companies were not yet in 
operation at the year-end. 

The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at the year-end amounted to $71,820,000, consisting of capital stock of $30,000,000 
and retained earnings of $41,820,000. During the year under review, dividends of 
$3,000,000 were paid to the Receiver General, the same amount as in the previous year. 

The results of operations for the past two years are set out in the summary which 
follows. Since neither of the subsidiary companies had commenced operations by 
December 31, 1961, the summary reflects entirely the results of operations of the parent 
company for both years: 


Year ended December 31 
1961 1960 
Sales ee $87,679,000 $85,257,000 
ther i6Gme: <u. ba kn as cOR RA ee ee oe eee ee 835,000 658,000 


88,514,000 85,915,000 
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Year ended December 31 


1961 1960 
ee ae a a 64,308,000 62,742,000 
Selling, administrative and research expenses ........................ 4,144,000 3,672,000 


68,452,000 66,414,000 


Net income before provision for income tax .......................... 20,062,000 19,501,000 
er CREAMER SS eee Ls win vo id dna ao anoles. 9,842,000 9,650,000 


Pee enon Cee aa elnite wut Was devo owe ne hoe hos eee eae $10,220,000 $ 9,851,000 


| The expansion of the company’s sales activities into overseas markets noted in 
last year’s report continued during the year under review when export sales amounted to 
71% of the total. 

| Additions to fixed assets during the year amounted to $10,588,000 and included 
additions to the manufacturing facilities at Sarnia and the costs to December 31, 1961 
of the subsidiary company in France. The management has estimated that the capital 
development program over the next two years will involve expenditures of $31,000,000. 

In computing taxable income for the year, the company, for the first time, took 
advantage of the maximum capital cost allowances permitted under the Income Tax Act 
which were in excess of the depreciation charged in the accounts. The effect was to defer 
income tax of $1,015,000 until future years, when depreciation charges may be in excess 
of capital cost allowances. 

In connection with its plant construction in France, Polymer Corporation (SAF) 
regotiated a loan for NF 15.000.000 ($3,125,000) of which NF 3.000.000 ($625,500) was 
‘eceived by December 31, 1961 and the balance of NF 12.000.000 ($2,499,500) early in 
1962. This loan, which is repayable in seven instalments from April 1965 to April 1971, 
s guaranteed by the parent company and the Banque de Paris et des Pays-Bas in the 
same ratio as their holdings of equity capital. 


178. The St. Lawrence Seaway Authority. Established in 1954 by the St. Lawrence 
Seaway Authority Act, R.S., c. 242, the Authority maintains and operates the Canadian 
section of the twenty-seven foot waterway between the Port of Montreal and Lake Erie. 
The section of the Seaway in the United States is operated by the Saint Lawrence Seaway 
Development Corporation. In accordance with an agreement made in 1959 between 
Janada and the United States, revenues from tolls are divided between the two Seaway 
antities in proportion to their annual costs of operation and maintenance, interest charges 
and repayment of loans. The Authority also operates non-toll canals at Lachine, Cornwall 
and Sault Ste. Marie, the net operating cost being provided for by annual parliamentary 
y:ppropriations. 

I" The Authority is a corporation consisting of a President and two other Members as 
yrovided in the Act. The head office of the Authority is at Ottawa with operating head- 
juarters at Cornwall and district headquarters at St. Lambert, Cornwall and St. 
Jatharines. 


| 
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The Crown’s equity at December 31, 1961 is shown on the Authority’s balance sheet 
as follows: 


Capital assets transferred from Department of Transport, April 1, 1959 (including 


Welland Ship Canal at a value of $130,727,000) .........eeeeer eee ee eeescveeeee $ 180,511,000 
Loans wnoder section .25, of the ACh iu dive cecsocs ce bosescecesanpebesenays ches eueee 328,000,000 
Interest on loans—payment deferred ..............ccccecccecessccccccsececececes 33,716,000 

542,227,000 
Deduct: Dehetre ras a es ee i = eek ee ee 22,453,000 


$ 519,774,000 


Loans obtained during the year amounted to $22,500,000 of which $9,500,000 was for | 
the purpose of paying interest costs which could not be met from the 1960 earnings of the | 
Authority. This was the subject of comment in paragraphs 63 and 146 of last year’s report. 


The following is a summary of the income and expense of the Authority for its past | 
two financial years: | 


Year ended December 31 

1961 1960 ) 

Income 
TL OUB 5 (sce ew 5 ain geen aN 5 ave eels lee Se ie Alene 8 ls ea: STE is hes a $ 9,548,000 $ 8,483,000 
Other income: «cid. adeces tines cogs eee eee 899,000 878,000 
10,447,000 9,361,000 

Expense 

OCoerntine’ expense. .v, batt «xia cot tmes aces once oa cast «abe oa 2,602,000 2,321,000 
Mairitenance expense. '35.60:204) i ot. 4 eee ba ee ee ae ee 1,728,000 1,688,000 
Operating and maintenance supervision ........... cece cece ccc eeece 1,071,000 864,000 


Administrative, Gxpense...4 cava Shoo. won. See ee es ee 1,617,000 1,324,000 


7,018,000 6,197,000 


Deduct: Portion of supervision and administrative expense applicable 
to nonetoll canada. oft Sect. fone peers aes See oe Ge ek See ee 288,000 288,000 


6,730,000 5,909,000 


Net operating income before providing for interest and for replacement 


of movable equipmentt’s citi eed. Slay. ae Sie oe 3,717,000 3,452,000 
Interest on loans from the Government of Canada .........ceceeeece 13,793,000 12,791,000 
Provision for replacement of movable equipment ...........ssseeeee- 200,000 92,000 


13,993,000 12,883,000 


POG TS ae. vin-0 V4 ogre dy is Ped ceca ole ee $10,276,000  $ 9,431,000 
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The extent by which income in 1961 fell short of meeting expenses in each of the two 
sections of the waterway operated by the Authority is shown in the following summary: 


Montreal- Welland 


Lake Ontario Canal Total 
ie verity has TES 8a ap Ha soe $ 8,086,000 $ 1,462,000 $ 9,548,000 
So Pe ee er ae 144,000 755,000 899,000 


8,230,000 2,217,000 10,447,000 
Expenses of operation, maintenance and administration 2,337,000 4,393,000 6,730,000 


Net operating income (expense) ...................... 5,893,000 (2,176,000) 3,717,000 


Pewee echWe =e ow sh babe ou des .bies ol vnan 12,509,000 1,284,000 13,793,000 
Provision for replacement of movable equipment ...... 104,000 96,000 200,000 


\ 
| 12,613,000 1,380,000 13,993,000 


jcc a oe Ae A es A $ 6,720,000 $ 3,556,000 $10,276,000 


On the Montreal-Lake Ontario section, the net operating income of $5,893,000 com- 
pares with $5,178,000 for 1960 and $5,894,000 for 1959. The Welland Canal operations, 
however, have resulted in a net operating expense for three successive years: $633,000 
in 1959, $1,726,000 in 1960 and $2,176,000 in 1961. Tolls for the transit of the Welland 
Canal were suspended effective July 18, 1962 by Order in Council P.C. 1962-1032. 

| Toll revenues for the past three navigation seasons have been substantially lower 
than had been estimated by the Canadian and United States toll committees in 1958, 


as shown below: 


Montreal-Lake Ontario Welland Canal 
Estimated Actual Estimated Actual 
Oh at) ne as 2 ern e $ 9,301,000 $ 7,105,000 $ 2,060,000 $ 1,224,000 
ES ee Oc aE a ee ee ae eee 10,789,000 7,156,000 2,215,000 1,327,000 
a a 12,277,000 8,086,000 2,369,000 1,462,000 


$32,367,000 $22,347,000 $ 6,644,000 $ 4,013,000 


The Authority and the Saint Lawrence Seaway Development Corporation are to 
report to their respective Governments in 1964 on the need to review the toll structure 
to ensure sufficient income to meet their financial obligations and costs. In this connection, 
it has been estimated by management on the basis of the current price level that, 
beginning with the year 1964, the Authority would require income of about $28 million 
each year for 46 years to meet operating and maintenance costs and debt payments under 
the present financial arrangements. Tolls and other income in 1961 amounted to only 
$10.5 million including $1.5 million of Welland Canal tolls which, as stated above, were 
Suspended in 1962. . . 

In my report made to the Minister of Transport under section 87 of the Financial 
Administration Act on March 30, 1962, covering the examination of the accounts of the 


Authority for the year ended December 31, 1961, reference was made to the Authority’s 
-ndebtedness to the Crown, to its financing arrangements and to its accounting policy with 
respect to the replacement of worn-out assets. The references were substantially as 
follows: 


Indebtedness to the Crown.—Section 25 of the St. Lawrence Seaway Authority Act 
provides that the Minister of Finance, with the approval of the Governor in Council, 
may from time to time make loans to the Authority. Section 13 of the Act, as amended, 
states that the aggregate of the amounts so borrowed under the Act and outstanding 
shall not at any time exceed $345,000,000. 


At December 31, 1961 the Authority was indebted to the Government of Canada in 
respect of loans and deferred interest in the total amount of $361,716,000 made up as | 
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follows: | 
Loans under section. 2a Ut me ACG. eh cares oc sata ce eee eee eee $ 328,000,000 — 
Interest to December 31, 1959—deferred’... 2... 5. is le te ee 19,427,000 — 
Interest. for. the year, 1961—-delerréd: Sarees Ae ee 14,289,000 © 


$ 361,716,000 


Financing arrangements.—Section 16 of the St. Lawrence Seaway Authority Act re- 
quires that the tolls shall be fair and reasonable and designed to provide a revenue 
sufficient to defray the cost to the Authority of its operations, which costs shall include 
(a) payments in respect of interest on amounts borrowed by the Authority, (b) amounts 
sufficient to amortize the principal of amounts so borrowed over a period not exceeding 
fifty years, and (c) the cost of operating and maintaining the canals and works under 
the administration of the Authority, including all operating costs of the Authority and 
such reserves as may be approved by the Minister. 


Pursuant to these provisions, the original conditions under which loans were made 
to the Authority under section 25 of the Act required the payment of interest only in the 
first three full years of operation (through the year ending December 31, 1962) and 
thereafter payment of annual amounts sufficient to amortize over a period of forty-seven 
years (or by December 31, 2009) all loans and interest thereon. 


The terms of the Authority’s financing arrangements were amended by Order in 
Council P.C. 1961-1863 of December 29, 1961, and the principal amount of loans received 
to finance construction of the Seaway, together with interest previously deferred and 
all other interest now accrued or accruing up to December 31, 1963, is now to be repaid, 
together with current interest thereon, in forty-six equal annual instalments commencing 
December 31, 1964. 


In accordance with these financial arrangements, the year’s operations have been 
charged with interest amounting to $13,793,000 (an additional amount of $496,000 was 
included in construction costs), but this interest has not been paid and is included in 
the Authority’s balance sheet as part of the proprietary equity of the Government of 
Canada. There was no charge to the year’s operations with respect to amortization of 
the principal of the amounts borrowed. 


Accounting policy with respect to the replacement of worn-out assets—The costs of 
operating and maintaining the canals and works under the administration of the 
Authority are stated under subsection (c) of section 16 as including all operating costs 
of the Authority and such reserves as may be approved by the Minister. The Authority 


| 


| 
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is of the opinion that it is not necessary to include depreciation as an element of operat- 
ing and maintenance cost and that the amortization over the fifty year period of the 
principal of the amounts borrowed together with interest as required by subsections (a) 
and (b) meets the requirements of the Act. Accordingly, no provision for depreciation 
has been included in the costs for the year under review. An amount of $200,000 was 
provided during the year under review toward the cost of replacement of movable 
equipment having an estimated lifetime of less than fifty years. No provision has been 
made for the replacement of movable equipment which has an estimated useful 
life of more than fifty years, or for lock and bridge operating equipment regardless 
of its life expectancy. Since replacement of worn-out assets is an operating cost, the 
Audit Office believes that the financial plans of the Authority should include provision 
for all such replacements, whether required within or beyond the period of fifty years 
provided by the Act for retirement of its indebtedness. 


The following table summarizes the expense and income and shows the remedial 


works and capital expenditures relating to the non-toll canals operated or administered 
by the Authority for the past two years: 


Year ended December 31 


1961 1960 
Expense 

Jo eI ag oo 0 gl aad eager pepe nee iia llaraMia Aine, his $ 584,000 $ 648,000 
ete Ge inene Le eer eT 28 de ten Joubert, | 749,000 360,000 
Operating and maintenance supervision ...............eeceeeceeees 204,000 224,000 

Portion of Authority’s supervision and administrative expense 
Epplucame vornon=ton canna, 2.0 ee RE 288,000 288,000 
oe en oe ee ee ae ee i see 111,000 101,000 
Expenditure on uncompleted work orders and unabsorbed overhead — 85,000 
1,936,000 1,706,000 
Bree EOI Petit Ale WHATIALE, CECi ona $6 n dmennince ane womvibpeewewnd be 515,000 441,000 
(EES SS ES SESE | i . a Pee ae oe oe 1,421,000 1,265,000 
Remedial works—municipal properties .............ceccccceceeaeeees 72,000 996,000 


mania exnenarares™ .o-) ss. te ee Ba STOR SIN) bt 318,000 267,000 


Operating deficit, remedial works and capital expenditures (recovered 
from parliamentary appropriations) ..............c.eeeeceeceeceees $ 1,811,000 $ 2,528,000 


Departmental Operating Activities 


179. Extensive trading or servicing activities are operated by a number of depart- 


ments, for example: 


| 


} 


' 
' 


Agricultural commodities stabilization activities (operated by the Agricultural Stabilization 
Board under the Department of Agriculture) ; 

Board of Grain Commissioners (under the Department of Agriculture) ; 

Canadian Government Elevators (operated by the Board of Grain Commissioners under the 
Department of Agriculture) ; 

National Film Board (under the Department of Citizenship and Immigration) ; 

Post Office activities; 

Public printing and stationery activities; 

Royal Canadian Mint (under the Department of Finance) ; and 

Airport operations (under the Department of Transport). 
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180. Reference has been made in paragraph 149 to the statutory direction contained 
in the Financial Administration Act regarding the annual financial statements to be 
prepared by Crown corporations. There is, however, no statutory direction regarding the 
preparation of financial statements in respect of trading or servicing activities operated 
by departments. Revenues arising from such activities are included in the Public Accounts 
as revenues of the departments concerned, while the expenditures that involve cash 
outlays in the year are recorded as charges against the parliamentary appropriations 
for those departments. In addition, where statutory revolving funds are used to acquire 
materials, ete., statements summarizing the transactions in the revolving fund accounts 
are also included in the Public Accounts. In the few instances where financial statements 
showing operating results from departmental trading or servicing activities are included, 
the costs shown include only the direct costs arising from cash outlays by the departments 
concerned and do not include non-cash charges for depreciation, interest on capital, 
services provided by other departments, etc. 


181. Agricultural commodities stabilization activities. The Agricultural Stabiliza- 
tion Board was established by the Agricultural Stabilization Act, 1957-58, c. 22, and has 
the responsibility of stabilizing prices of agricultural commodities at levels bearing a fair 
relationship to their cost of production. Stabilizing measures take the form of either the 
purchase of commodities at prescribed prices or payment to producers of amounts by 
which prescribed prices exceed those determined by the Board to be the average prices at 
which commodities are currently being sold. Pursuant to the Act, the Agricultural 
Commodities Stabilization Account was established in the Consolidated Revenue Fund 
and finances the activities of the Board, except for administrative expenses which are 
financed through annual parliamentary appropriations. 


The transactions recorded in the Account during the year ended March 31, 1962 
are summarized as follows in comparison with the corresponding amounts for the preced- 
ing year: 


Year ended March 31 
1962 1961 
Trading losses 
Bytted cis oso @eedeGanete cae eoiatk: ae a eee ERD cee ok Cie eee $ 2,482,000 $ 2,442,000 
LS ee PEE OT ee RP fer ere a rk ee, et 2,017,000 - 29,236,000 
LAGS. wins dant pecan eee le oOo ESS CMR era oO ee 928 ,000 101,000 


RE i com 5 os onli srarie Ae is nlb asle- ig ie die ang eae ate et a 792,000 558,000 
6,219,000 32,337,000 


Stabilization and deficiency payments 


BAT nn vee hehe ss Oe ts dal oe ee ee ee FL. See 12,371,000 11,433,000 
Sugar bests iV .o 2927.0. BRO. 20d. NG RC, SEMeIA 1,670,000 2,716,000 
RR ees Aa cee. i ee eee 15,000 2,082,000 
bake eee Ce, Ae OE Sa ee ee ee ee ee 1,236,000 1,253,000 
RI wre 4s: sos He BE Sk vs ve she gk eS ee 495,000 955,000 


15,787,000 18,439,000 
ee ea teed ert FL tte e teen eee eres eee s+ $22,006,000 $50,776,000 
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The $22,006,000 loss shown for 1961-62 does not include administrative expenses of 
$575,000 charged to the appropriation for “Agricultural Stabilization Act Administration” 
(Vote 9). In addition, certain accounting services with respect to the stabilization program 
are rendered by the Office of the Comptroller of the Treasury as a charge to the annual 
yppropriations for the costs of that Office (Vote 112, 1961-62). No charge is made for 


sontributions to the Public Service Superannuation Account, and interest on the funds 


amployed is not taken into consideration. 


The following is a listing of the inventories, valued at cost, held by the Board at 


March 31, 1962 in comparison with the similar inventories at the close of the preceding 
rear: 


As at March 31 
} 
| 1962 1961 
Seren seers OAS eis 7 Glatt. Feed ek pan’. Addu). $ 112,312,000 $ 66,963,000 
| Ne a ek cates sek nul dicbicen enm-vre sriy dacs da ohn 19,383,000 21,895,000 
EN ee ee ices oehcecéceccecis cutee. 1,030,000 1,525,000 
/ Total 


ee ents ot OEE eli P to VAye Pde rh yabtty ) oy 6. ay vey iguic en do's a ve $ 132,725,000  $ 90,383,000 


_ 182. Board of Grain Commissioners for Canada. This Board operates under the 
uthority of the Canada Grain Act, R.S., c. 25, as amended, and comprises three com- 
ussioners appointed by the Governor in Council. The Board has jurisdiction to inquire 
ato any matter relating to: grading, weighing and storage of grain; unfair or discrimin- 
tory operation of any elevator; and failure or neglect to comply with provisions of the 
et or regulations made thereunder. 


_ The following is a comparative summary of the results of operations for the past two 
seal years: 


Year ended March 31 
1962 1961 
Expenditure 
a, REMC IRR 2d. Lf sGi. Ad. lads oes NG ab ed dedsows $ 4,286,000 $ 4,135,000 
a ung ea bcuabecadas 188,000 184,000 
. i ee Tee ae rs snc oot nk coc ce rate ee cette cats. 125,000 137,000 
ESS | Midi i aaa aide ae oe a 58,000 59,000 
Seat eh aii, aed eats eee ae ORR tiem ee 228,000 223 ,000 
4,885,000 4,738,000 
Revenue 
NN Nh ie Ok ee dead ee vudckweueuena’ 1,946,000 1,616,000 
re, WOU SEETEDEEENSELESEEDSTSG ESR bbb bed eeSEOUEORB ONS 967,000 821,000 
| Registrations and cancellations ...0...0....cceeeceeseececeessecens 54,000 44,000 
ES o's) SS TST TTT EE TEETETETETT CTE TTEEERTTT TTT TTT Te 29,000 29,000 
NN ete eect ttt kk hss sbesbbesteecieddeadeve 5,000 6,000 
3,001,000 2,516,000 
Excess of expenditure over revenue ...........cecececcececeececess $ 1,884,000 §$ 2,222,000 
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The increase of $151,000 in salaries, allowances etc., is accounted for mainly by the 
impact of a full year’s cost of an upward revision in staff salary rates granted during the | 
previous year. No charges are included as expenditure of the Board for contributions to. 
the Public Service Superannuation Account, or for accounting and other services provided 
by government departments. | 

Despite the improvement in operating results, this is the eighth consecutive year in | 
which the excess of expenditure over revenue has exceeded one million dollars. Costs of 
the various services provided by the Board have increased substantially, while the fees. 
charged have not been revised since 1920 in the case of weighing services and 1949 in the. 
case of inspection services. Reference has been made to this situation in previous reports, 
and the matter also received consideration by the Standing Committee on Public Accounts ) 
at its meetings in 1961. Notwithstanding a recommendation of this Committee, in 
paragraph 88 of its Fifth Report, 1961, that “steps be taken to bring revenues and 
expenditures into balance”, no increase has yet been made in the fees charged for services | 
provided by the Board. | 


183. Canadian Government Elevators. The Canadian Government Elevators have: 
been operated since their inception in 19138 by the Board of Grain Commissioners for 
Canada under the provisions of section 166 of the Canada Grain Act, now R.S., c. 25.) 
There are five interior terminal elevators located at Moose Jaw, Saskatoon, Calgary, 
Edmonton and Lethbridge, a terminal elevator at Prince Rupert, and a terminal elevator 
at Port Arthur which is under lease to a private company. 

The equity of the Crown in the Canadian Government Elevators at March 31, 
1962 was $13,021,000, represented by fixed assets costing $12,184,000 acquired out of funds 
provided by parliamentary appropriations, together with a surplus of $837,000. 


The following is a summary of the results of operations for the year under review 
in comparison with the corresponding amounts for the preceding year: 


Year ended March 31 
1962 1961 
Revenue 
ee ee ene eee rere ee Tt rece ce. $ 1,129,000 $ 1,256,000 
Aiba tiChTh  «. MeeaGiieth sxc bse a geal ck Bb heals Dye a eae ae ene 484,000 295,000 
(emai, euuany CM arash eum oiere Ogiss Are ie ene wei ea am cmd hoe 159,000 184,000 
TITUS ko ov kgs cece ees to Us eee Sale es ea a ae re 23,000 104,000 
Cee. co.cc OMON ca 62s oS wares RR wee aks Okan eer eee eee 196,000 182,000 
1,991,000 2,021,000 
Expenditure 
Raleion atid GORE ak ooo <xa45 64 ka eee OV ae eek ee ee 889,000 839,000 
Maintenance—buildings, plant and equipment .............seeeee- 362,000 369,000 
retin in. Vamertaxes. ook de ks 6505600 se gee awe ace ae 112,000 114,000 
GS iiss I oben eG. w vis Bale a ee eg Soe eae 98,000 93,000 


DUET ea8 sore «. dsdinresbaammusseunedarn «: lk'sa i tatinon Wig bak & © eine Ore stieata Me a ae cee ata 107,000 101,000 
1,568,000 1,516,000 
eh eS errr $ 423,000 $ 505,000 
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The net profit thus determined is without taking into consideration amortization of 
elevator construction costs, charges for contributions to the Public Service Super- 
annuation Account, or the cost of accounting and other services provided by government 
departments. 

During the year 25,171,000 bushels of grain were received, an increase of 62% 
over the 15,566,000 bushels received during the previous year. Extensive grain exports 
from Prince Rupert largely accounted for the net increase in the number of bushels 
received and resulted in an increase of 64% in revenue from elevation. There was, 
however, a reduction of grain stocks held by all elevators during 1961-62 thereby de- 
creasing storage revenue. Drying revenue is dependent to a large degree on weather 

conditions at the time of harvest, and the reduction of $81,000 in revenue from this source 
| is attributable to the very dry harvesting season in 1961. 

For the seventeenth consecutive year the direct costs of operation of the Lethbridge 
; elevator exceeded revenue. The excess for the year under review was $52,000 compared 
| with $23,000 in the preceding year and the accumulated deficit now totals $553,000. 
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184. National Film Board. This Board was established in 1939 by the National Film 
Act, now RS., c. 185, for the purpose of promoting the production and distribution of 
films in the national interest. Section 18 of the Act provides for the establishment of the 
National Film Board Operating Account in the Consolidated Revenue Fund. The account 
| is credited with the amounts provided by annual parliamentary appropriations for 
“Administration, Production and Distribution of Films and Other Visual Materials” 
| (Vote 251, 1961-62) and also with income arising from the sale and rental of films and 
| other visual materials, and is charged with all expenditures made by the Board, other 
than for acquisition of capital equipment. 

The equity of the Crown in the Board was $4,378,000 at March 31, 1962, consisting of 
the balance of $477,000 in the National Film Board Operating Account for working capital 
together with an investment of $3,901,000 in equipment transferred to the Board at its 
‘inception or purchased out of funds provided through parliamentary appropriations, less 
disposals. 
| Pursuant to the provisions of the Act, the Board maintains an accounting system on 
the accrual basis in addition to the accounts maintained by the Comptroller of the 

Treasury on the cash basis. 

| The following is a summary of the Board’s transactions for the year, compared with 
those of the preceding year: 
| 
| 


Year ended March 31 
1962 1961 
) Expense 
Production of films and other visual materials ................ $ 3,008,000 $ 2,702,000 
TTC Te co. ae rs ee eis cds y cheek voeves overs 2,203,000 2,076,000 
Administration and general services ..........++++5 ve eetee seen eens 860,000 831,000 
Cost of production of films and other visual materials for govern- 
Serr WOO EIKITOe BOT WSUTIGTE fe nace ns sce ce ccernevesssesayes 1,247,000 1,211,000 
BcoMiOn Gr equipment (net) OLE ie. ea deel evs Sede es cveleeieeaes 172,000 154,000 


7,490,000 6,974,000 
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Year ended March 31 
1962 1961 
Income 
Sales of films and other visual materials ............seseeeeeeees 1,505,000 1,416,000 
Rentals snd royalties: ws bas as ss¥s «ieeeeen shes Glebe sel «8h Hose 4 877,000 684,000 
Miscellaneous. «55 66+ «avenc> «ss 8049 cee ee tne teeie” daa 15,000 22,000 
2,397 ,000 2,122,000 
INGE RCTS ano 5d in ae 6 ae eh oil AR wrest ne $ 5,093,000 $ 4,852,000 


As disclosed in the note to the Board’s Statement of Income and Expense for the 
year showing the above figures, the statement does not include charges for the value of 
accommodation, contributions to the Public Service Superannuation Account and ac- 


counting and other services provided by government departments to the extent of ap- 
proximately $1,027,000 for the year. 


185. Post Office activities. The following is a summary of the Post Office transactions 


reported as departmental revenues and as charges against parliamentary appropriations 
in the Post Office section of Volume II of the Public Accounts for the year ended March 
31, 1962 in comparison with the corresponding amounts for the preceding fiscal year: 


Year ended March 31 

1962 1961 
Girone postal, TEVCUUC ics «405050 bhica skal be Rees Oma Bee ae aes $ 213,518,000 $ 201,952,000 
Less: Expenses. paid “from revenue “5.3 ..cc.c es aces ceases sees 29,839,000 28,358,000 
Not... rostel aTO Vem el asc oils Ns cas oWOs be ches kee emena Oee eae kn uls oe 183,679,000 173,594,000 
MAIscelAneOus  FEVONUG dc canesd bc oweeteaes diene eetian te ee ee 61,000 52,000 
183,740,000 173,646,000 

Deduct: Expenditures from parliamentary appropriations 

OpernhiGne sais acs ak Genco ek a eee CR ee 116,983,000 111,020,000 
HORI CALION 56 bs cue get ales Ge Soa sek Saas oe ere a m ia  e niee dame 62,719,000 62,200,000 
Administration, financial services, etC. .........cccceceeceees 5,301,000 5,152,000 
185,003,000 178,372,000 
Nixoeas-of expenditure over revenue «iv .cv poe¥ sd ee be ie eae eee $ 1,263,000 $ 4,726,000 


This recorded excess of expenditure over revenue does not, however, take into con- 


sideration charges for services provided by other departments, including accommodation 
provided by the Department of Public Works (estimated at $23,411,000 for 1962-63) and 
contributions to the Superannuation Account by the Department of Finance (estimated 
at $7,274,000 for 1962-63). Neither are credits for mail franked by and sent to Members 


of Parliament and government departments (estimated at $5,200,000 for 1962-63) taken 
into account. 
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186. Public printing and stationery activities. Under the Public Printing and Stationery 
i. RS., c. 226, the Department of Public Printing and Stationery is charged with the 
execution of printing, lithographing or work of like nature and the procurement and 
distribution of paper, books and other articles of stationery required by the Senate, the 
House of Commons and the various Government departments. The Department is also 
responsible for the sale of all books or publications issued by order of either or both 
Houses of Parliament or by any department. 

As authorized by section 37 of the Act, the basic operating expenses of the Depart- 
ment are charged to the Queen’s Printer’s Advance. Credits are made to the Advance for 
the value of the printing work executed for and charged, at “factory cost”, to the 
various departments, and for the value of stationery supplied and charged to them at 
“purchase cost”. The aggregate amount of the charges to the Advance after deducting 
therefrom any amounts due to the Queen’s Printer may not exceed $4 million under the 
Act. As at March 31, 1962 the balance of the Advance was $5,323,000 and the accounts 
receivable amounted to $3,161,000, so that the effective balance was $2,162,000, a de- 
srease of $193,000 compared with the corresponding figure at the end of the preceding 
year. 
| A summary of the operations for the year ended March 31, 1962 is given in the 
following table along with the corresponding figures for the preceding year: 


Year ended March 31 


1962 1961 

| ET EE ne, 2 ote ne ee ae foe Ce ree eee ae $19,543,000 $18,488,000 
Expenditure 

Perce Meetee TY 02s 51a hese. oes R23 craves Eas leeis. on 11,996,000 11,757,000 
CN a OS Ge ee ee ee ee Aree a eee 338,000 131,000 
Boe as 5 os dia. dis 4 54 Bon v dad Wei ¥ ueina cldbins 4,296,000 4,096,000 
ee RIN ne 8 wry sso 5 aoe ya s-0 a upline elas v's a be qa 2,729,000 2,711,000 
re ae Tene he, eee ee tte eee 248,000 ( 215,000) 
19,607,000 18,480,000 
( 64,000) 8,000 
PR BAIRAN Tl6 Ameccte: , wild. ca) acne sds oiwld nace bwxSida owe 11,000 14,000 


Excess of revenue over expenditure or (excess of expenditure over 
ee eG ii Bet Aa) eMail bodes SO. ($ 53,000) $ 22,000 


The excess of expenditure over revenue of $53,000 for the year ended March 31, 1962 
‘as been carried forward as a charge to the 1962-63 operations. 

_ As in the preceding year, which was the first year in which audited statements for 
he Advance appeared in the Public Accounts, the value of services and facilities including 
ght, power, telephone, heating, amortization of buildings and equipment, etc., provided 
‘ee of charge by other government departments and through the medium of appropria- 
ions of the Department itself, was not reflected in the financial statements. Reference to 
us limitation appears in a footnote to the balance sheet. In accordance with our 
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previous suggestion, the Department is presently engaged upon a study of such costs, 
with a view to their inclusion in future statements. 

In addition to the expenditures recorded through the Advance, the Department has 
certain other expenditures which are charged to parliamentary appropriations. These 
expenditures totalled $3,998,000 and were charged to eight different appropriations as 


follows: 


Departmental administration .........s.eeesee eee e cee n eee te reese ne eeeceeeeeeers $ 751,000 
Purchasing, stationery and stores (largely for salaries and wages of procurement and 


stationery stores personnel, and repairs to office equipment): ;ocsrk sees 2. Sie 1,264,000 
Distribution of official documents ........ cece eee cece rect sete eee e reece ere eeecees 597,000 
Printing and binding official publications for sale and distribution to departments 

and the public iif. -atinisQL RRs. WERE CSE... ORES Sk Ri eR Ps, ie SOAR 938,000 
Printing of Canada Gazette ......:.ccnercsccee re csrcererser ener rcevenerseneeaess 139,000 
Printing and binding the annual Statutes ...........ceee erence cence eee eee eeeees 35,000 
Plant equipment and replacements ........-: sees eee cece eset teeter eeneeeeaces 239,000 
Reimbursement of the Queen’s Printer’s Advance for the value of stores which 

have become obsolete, unserviceable, lost or destroyed ......-...seeeeeeeeeeees 35,000 

$ 3,998,000 


Credits to Revenue amounted to $1,315,000, most of which resulted from the sales 
of publications to the general public. 


In accordance with Order in Council P.C. 1961-1201 of August 25, 1961, the distribu- 
tion of National Gallery publications was transferred to the Department of Public — 
Printing and Stationery with effect from that date. Expenditures made by the Depart- | 
ment of Public Printing and Stationery for the distribution of these publications totalled — 
$13,000, funds for which were provided from the appropriation for “Administration, — 


Operation and Maintenance including grants as detailed in the Estimates” (Vote 253) 
under the National Gallery of Canada. 


187. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of © 


the Currency, Mint and Exchange Fund Act, R.S., ¢. 315, and provides “facilities for 
making coins of the currency of Canada, and for melting, assaying and refining gold”. 
Revolving fund accounts are maintained for the recording of transactions in gold, 
silver and other metals acquired by the Mint for the purpose of its operations. The 
following is a summary of the charges and credits to these accounts during the year 
under review in comparison with the corresponding amounts for the preceding fiscal year: 


ear ended Monae 

1962 1961 
inventories ataherinning Gl VeRr o. ocucwes Won ee ua ace wees $13,951,000 $11,503,000 

Add: Purchases during year— 

Gold Sw if hd Riblnds ish cei hatecimat Som given tages ada Rites ume came hoes Sie ae aa 85,607,000 88,667,000 
PEO sk Si Saitama tele nok aa OA cok em ie ae I 14,150,000 8,433,000 
Other?’ metals) Sots. SE ea es See oe ee ee ee 1,823,000 1,081,000 
101,580,000 98,181,000 
Gild.. revaluation s 5 tncs: on eae tee dele. E eee cea, ieee 417,000 244,000 


115,948,000 


109,928,000 
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Year ended March 31 


AUDITOR 
1962 1961 
Deduct: Sales and other credits— 
a 87,260,000 86,315,000 
i 11,769,000 14,052,000 
iar COmy Wied, BU AACS VAIOG oo... . aca c es cccecececs cael 3,806,000 3,109,000 
Ever Te MEN Ee EE ROP ree ree ee I 48,000 521,000 
Suny real a OG ad Pot MOITLIGIELS,. ST Kye. . occ. Atlas, 4,000 59,000 
| 102,887,000 104,056,000 
| 13,061,000 5,872,000 
Add: Transfers to Revenue— 
PREM WOM OMABETOPETALIONS 2. oo... 6. occ c cc occ cecceeccecceeecce ecg 7,562,000 8,006,000 
| se an 32,000 73,000 
| 7,594,000 8,079,000 
} od ee IB SES Se 
eaventories Valweudwol year! . ilies oe ook. kook ne. ee. $20,655,000 $13,951,000 


The transfers to Revenue of $7,594,000 from the revolving fund accounts, together 
with other revenues of $550,000 ($597,000 in 1960-61), making a total of $8,144,000 for 
the year ended March 31, 1962 is recorded in the Public Accounts as revenue of the 
Department of Finance. Offset against this were expenditures totalling $1,675,000 charged 
to parliamentary appropriations under the Department of Finance as follows: administra- 
Hr, operation and maintenance, $1,558,000 ($1,412,000 in 1960-61) and construction 
or acquisition of equipment, $117,000 ($23,000 in 1960-61). 

. The net result of these credits and charges was an excess of revenue over 
expenditure of $6,469,000 compared with $7,241,000 in 1960-61, a decrease of $772,000. 
These recorded results do not, however, take into consideration charges for services 
orovided by other departments including accommodation provided by the Department of 
Public Works, the services of the R.C.M.P. and contributions to the Superannuation 
Account by the Department of Finance—nor is any charge included for interest on funds 
»mployed. 

The $444,000 decrease in the gain on coinage operations during the year, from 
$8,006,000 in 1960-61 to $7,562,000 in 1961-62, is attributable to the decrease of 
$1,426,000 in silver seigniorage due to a reduction in the amount of silver coin issued, 
partially offset by a gain of $930,000 in nickel and bronze seigniorage due to an increased 
lemand for nickel and bronze coin. | . : 
| In the course of the audit it was noted that Order in Council P.C. 1961-532 of 
April 13, 1961 amended the Gold Bullion Regulations and included revisions in the tariff 
xf Mint charges, increasing some and reducing others. The handling charge paid by 
lepositors who deposit gold for sale to the Crown to cover the cost of marketing the gold 
Jutside of Canada was reduced during the year from 20 cents to 11 cents per ounce. The 
neome from this source for 1961-62 was therefore lower at $267,662, compared with 
'518,963 in 1960-61, a decrease of $251,301. However, the gold handling charge assessed 
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by the Bank of Canada remained unchanged in 1961-62 at 13.8 cents, and the total charge 


by the Bank of Canada for 1961-62 was $329,725, resulting in a net loss to the Mint of | 
$62,063. In the previous year, with the 20 cent rate in effect, the net profit to the Mint | 


was $192,969. 


188. Airport operations. At the close of the year under review, the capital investment 
of the Department of Transport in airports amounted to $532,917,000, of which 


$53,736,000 was added in 1961-62. 


+! 


The following is a summary of revenue from civil aviation airport operations for the | 


year ended March 31, 1962 with corresponding figures for the preceding fiscal year: 


Year ended March 31 
1962 1961 
Aircraft landing fees: 
Theistic | a. Se ids tn wale cays dee wk a OP A = Gh cae $ 3,006,000 $ 2,170,000 
Travis -DOCATIC  .. Sac os ies bee bad cum eetewen es > sta teem er wae pe wires 2,858,000 2,093,000 
Travis-Dorder’ | Ped sak wee inn cs G4A GE ENG Uh eRe tes HS NE eee ate 686,000 539,000 
OBE So SUP cs bak veo eevee ant UleeReneaaes eee r on eae kee re 30,000 19,000 
6,580,000 4,821,000 
Rentals: 
Office! ‘shop and warhve Space Steg oo ut avec wees Hames ees mame 1,322,000 774,000 
Living. .quarters:(.Lades), eeciei lus sore ces Gs See eee eee 382,000 403,000 
Le Cor eee ee ee ee EI” a NC RE Mamie. me ear es eRe 2 181,000 222,000 
CG a es Gok ethic ake OG wc Ek 05 TRUE CURT ME CCE Te Tee eae ee 948,000 516,000 
2,833,000 1,915,000 
Concessions: 
Gasoline and oil m,'. 2). vids oe. tea fe a. aoe. Soe 1,693,000 1,371,000 
CRN a go ale alen cacdy Miah SAG Ara. 2 sin Diet ea Ces tate oe 1,516,000 1,108,000 
3,209,000 2,479,000 
DAMCCUMBEOVE  TOVORUE oy :c'a% as canlaose-heee tae Ca nia Mite oe eee ee 2,003,000 1,873,000 
eee) Terenied >, cvusissus de. vee, deegateietee Sas, bee Gee 14,625,000 11,088,000 


Charges to the parliamentary appropriation “Airports and other Ground Services— 
Operation and Maintenance” (Vote 432) totalled $20,762,000 for the year, an increase of 
$1,554,000 over the corresponding figure of $19,208,000 for the preceding year. 

The excess of expenditure (excluding new construction) on airways and airports over 
the revenue received, as reflected in the Department of Transport section of the Public 
Accounts, was therefore $6,137,000, a decrease of $1,983,000 from the preceding year’s 
figure of $8,120,000. These results did not include any provision for amortization of air- 
port construction costs, interest on funds employed, or other costs such as a portion of 
the expenditure charged as air services administration, which would have to be taken into 


consideration if the actual net costs of civil aviation airport operations are to be 
determined effectively. 
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During the past year the Department maintained accounts which permitted the 
preparation of periodical financial statements on the accrual basis, for management pur- 
poses, with respect to the operation of the 16 major airports which together accounted 
for approximately 85% of the revenue from civil aviation airport operations. A consolida- 
tion of these statements, which included provision for depreciation of civil aviation 
capital facilities (though not for the other costs referred to above) was prepared by the 
Department for the year ended March 31, 1962 and is presented as an appendix to its 
section of the Public Accounts. The accounts relating to the other airports operated by 
_ the Department were maintained on the cash basis and, although no firm decision in the 
_ matter has yet been reached, consideration is being given to extending accrual accounting 
_ to all airports with a view to including their operating results in the consolidated financial 
_ statements in future. 


re me 


189. In our reports for 1959-60 and 1960-61 the view was expressed that in order that 
Parliament may gain a clear understanding of the true financial results of departmental 
operating activities, without necessarily disturbing the present basis of providing 
appropriations, consideration should be given to the inclusion in the Public Accounts of 
financial statements of the various activities designed to reflect the over-all operating 
results in a clear, concise manner. Such operating statements could be adjusted to the 
accrual basis and would include charges (on a memorandum basis, in the case of non- 
cash charges) for amortization of building and equipment costs, interest on funds 
employed, services provided by other departments, etc. A reconciliation could be prepared 
between the operating results reflected by each such statement and the cash results 
indicated by the related credits to departmental revenues and charges to departmental 
appropriations. Balance sheets could also be prepared which would indicate the value of 
the assets employed by the several activities at the year-end. If statements of this type 
were produced, the Audit Office would be prepared to examine and certify them. 

It is of interest to note that the Royal Commission on Government Organization, 
after considering the basis on which the financial results of departmental activities should 
be accounted for, recommends the adoption of accrual accounting with respect to such 
activities. 7 


Paragraph 87 of the Fifth Report, 1961 of the Public Accounts Committee reads: 


“The Committee feels that it would be desirable, in order that members have a clear under- 
standing of the true financial results of departmental trading or servicing activities, such as 
those of the Department of Public Printing and Stationery and airport operations of the 
Department of Transport, were over-all financial statements included in the Public Accounts 
without undue cost or staff increases.” 


We followed the matter up with the departments concerned and made suggestions 
regarding the preparation of financial statements for the year ended March 31, 1962 along 
‘the lines proposed. Reluctance was found on the part of certain agencies to take the lead 
‘in this respect in the absence of encouragement from the Treasury Board and little 
progress was therefore made. It would be of material assistance were the Treasury Board 
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to support the proposal in view of the important part that statements of this type could 
play in controlling costs, and having regard for the importance attached to the matter 
by the Public Accounts Committee. In the meantime, we shall continue discussions with 
the departments concerned. 


Special Audits and Examinations 


190. In addition to the examinations of departmental accounts and the audits of 
the accounts of Crown corporations, already referred to in this report, the following 
special audits and examinations were made by the Audit Office during the year, most of 
them in accordance with specific directions contained in various statutes: Army Benevo- 
lent Fund, the Canada Council, the Custodian, Exchange Fund Account, National Gallery 
of Canada, National Productivity Council, Public Printing and Stationery stores, The 
Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children, Royal 
Canadian Mint stocks, Unemployment Insurance Fund and Yukon Territorial Govern- 
ment. 


191. Army Benevolent Fund. The accounts of this Fund were examined for the year 
ended March 31, 1962 pursuant to the requirement of section 11 of the Army Benevolent 
Fund Act, R.S., c. 10, and the relative report was addressed to the Chairman and 
Members of the Army Benevolent Fund Board constituted by the Act, with a copy being 
provided to the Minister of Veterans Affairs. 

During the year, receipts amounted to $238,000 of which $227,000 was derived from 
interest on funds on deposit with the Receiver General of Canada. Disbursements 
totalled $493,000 made up of $416,000 in grants to or on behalf of World War II veterans 
and $77,000 for service and administrative expenses. The latter amount was after making 
deductions for a grant of $18,000 provided for by an appropriation under the Department 
of Veterans Affairs and for a fee of $27,000 from the Canadian Army Welfare Fund for 
managing the financial program of that Fund. 

After absorbing the excess of disbursements over receipts in the amount of $255,000, 
the balance at credit of the Fund at March 31, 1962 was $6,282,000. To the extent of 
$6,022,000 this was represented by a balance on deposit with the Receiver General of 
Canada, the remainder being invested in Government of Canada bonds. 


192. The Canada Council. The Council was established under the Canada Council 
Act, 1957, ¢. 3, “to foster and promote the study and enjoyment of, and the production 
of works in, the arts, humanities and social sciences”. 

A report on the audit of the Council’s accounts for the year ended March 31, 1962 
was addressed to the Council and to the Prime Minister, as required by the Act. 

An Endowment Fund of $50 million was established under the Act, the return on the 
investments to be used to meet administrative expenses and other expenditures under 
the Act, except for grants to universities for building projects. Permissible expenditures 
include: grants, scholarships, awards, exhibitions, performance and publication of works, 


a  * 
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exchanges with other countries, representation of Canadian arts, humanities and social 


sciences in other countries, and liaison with the United Nations Educational, Scientific 
and Cultural Organization. 


A comparative summary of the results of the Endowment Fund operations for the 


Year ended March 31 


1962 1961 
ee eg Fak sais so sv sixes <ncucgt Abt Mme cecend $ 418,000 $ 497,000 
Income—interest and dividends ..................cccccccccecceee... 2,955,000 2,919,000 


past two years follows: 
3,373,000 3,416,000 
| 


Expenditure 
Un), Cave 200. BEIMITNS 8. Joel Antuibos, .bes! .patbebar 2,551,000 2,544,000 
Special project—The Canada Council Train ...................... 25,000 33,000 
Canadian National Commission for UNESCO .................... 57,000 45,000 
Administrative and other expenses 


Pee Me dhe TANG, a et Oe RIEL 467,000 376,000 
3,100,000 2,998,000 


| al ae Lo ee Sa 273,000 418,000 


| The Act also provided for the establishment of a University Capital Grants Fund in 
| the sum of $50 million for the purpose of making grants to universities by way of capital 
assistance for building construction projects intended for use in furthering the arts, 
humanities and social sciences. These grants may be paid out of the principal and ac- 
| cumulated income of the Fund. 

| The following is a summary of the University Capital Grants Fund transactions for 
the year ended March 31, 1962: 


| 
} 


RATE es oy ool i a ar $34,342,000 
Add: 
Perret eater On In vestinemie lo eee 2 a POI $ 1,620,000 
) eeLorwteae 40 Teron! OF SECUTINICS 5.4.45 -% sc sae cc ccencsvacevases 904,000 
(ee 2,524,000 
| 36,866,000 
Deduct: 
nee Tr OTT M POO CER oc cd sk os be Gaeke oie C AGG s clones 6,533,000 
eer me Cee et TOKEN CT, ere sy as cots Stes na nee oor 8 «Ra aaiens $30,333,000 


| The $30,333,000 balance of the University Capital Grants Fund at March 31, 1962 
includes $12,394,000 of interest earned and profits realized since the inception of the 
Fund, which has not yet been allocated by the Council to the provinces and, in turn, to the 
‘universities within those provinces. The question of the basis of the allocation of the ac- 
‘cumulated interest and profits continues under consideration by the Council. In its Fifth 
Report, 1961 (paragraph 92) the Public Accounts Committee recommended that the 
Council “seek to conclude this matter without further delay”. 

_-59166-9_10 
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193. The Custodian. In accordance with Regulation 6 of the Revised Regulations 


respecting Trading with the Enemy (1948) as set out in the schedule to the Trading with 


the Enemy (Transitional Powers) Act, 1947, c. 24, the Secretary of State is appointed | 


Custodian “to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him” 
by virtue of the Regulations. The Under-Secretary of State acts as Deputy Custodian and 
the Custodian’s Office is administered by an Assistant Deputy Custodian in Ottawa. A 
report on the audit of the Custodian’s accounts for the year ended December 31, 1961 
was addressed to the Secretary of State. 


The Regulations referred to above permit the Custodian to charge “a fee for services — 


rendered not exceeding 2% of the value of the property including income therefrom” to 


meet his administrative expenses, with the result that from September 2, 1939 to — 
December 31, 1961 the Custodian had accumulated a surplus of $4,348,000, an increase — 


of $79,000 over the corresponding figure at the close of the preceding year. 


The following is a comparative summary of the income and expense of the Custodian — 


for the past two financial years: 


Year ended December 31 
1961 1960 

Income 
Fees on assets released from administration ..........seeeeeeeeees $ 2,000 $ 3,000 
Interest on investments and bank deposits ..........cceeeeeeeees 194,000 177,000 
Other dnGOMe! sacks vas eed ties binds cae S eins pare cous sere sees Ats 3,000 3,000 
199,000 183,000 

Expense 
Salaried ‘sch ccs tis chau Ghee Poole Us ope ee ULeRE te Meas tee a et eee 106,000 123,000 
Other wexpenses® shy 0). 686 Wa sa eter ne 145 ek ee Os 3 coe tee 14,000 23,000 
120,000 146,000 
Sure POT. BEAT tant de ered enk od eikes MMe sak 5 eae whens 08 oer $ 79,000 $ 37,000 


The decrease of $17,000 for salaries is largely due to a reduction in the number of 
staff employed by the Custodian. A decrease of $7,000 in the rental charge for the year 
resulted from the lower cost of the smaller offices occupied during 1961 and is the main 
reason for the decrease of “other expenses” to $14,000 from $23,000 in the preceding year 
as shown in the above summary. 


194. Exchange Fund Account. The Exchange Fund Account, first established by the 
Exchange Fund Act, 1935, ce. 60, and continued by the Foreign Exchange Control Act, 
1946, c. 53, now operates under Part III of the Currency, Mint and Exchange Fund Act, 


R.S., c. 315. The purpose of the Account is “to aid in the control and protection of the 


external value of the Canadian monetary unit”. 
The accounts of the Exchange Fund for its financial year ended December 31, 1961 
were examined pursuant to the requirement of section 27 of the Currency, Mint and 


| 
| 


| 
| 


| 
} 
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Exchange Fund Act and the relative report was addressed to the Minister of Finance in 
accordance with established practice. The section requires that a special certificate be 
given annually to Parliament, and in accordance with that requirement it is now certified 
that the transactions in connection with the Account for the year ended December 31, 
1961 have been in accordance with the provisions of the Act, and that the records showed 
truly and clearly the state of the Account. 

The following is a summary of the transactions in the Account for the year ended 


December 31, 1961 compared with the transactions in the previous financial year: 


Year ended December 31 


1961 1960 
RES oh RE ee $ 1,929,536,000  $ 1,969,513,000 
Deduct: 
Paid into Consolidated Revenue Fund in respect of earnings 32,536,000 25,513,000 
RAY MENG G0 PA VANCES (NRE) onesies sideman on esleabares ax -— 47,000,000 
32,536,000 72,513,000 
1,897,000,000 1,897,000,000 
Add: 
Advances (net) received during the year ................ 233,000,000 — 
Earnings on investments during the year (to be paid into 
the Consolidated Revenue Fund) ................006. 32,606,000 32,536,000 
oi ee, a $ 2,162,606,000 $ 1,929,536,000 
Represented by: 
alee anolare 4st. UNIS, SUN Avie Bol th $ 844,000 § 382,000 
United States dollars and securities ...........ccccccceece 1,128,605,000 905,919,000 
EEE ES OT CES en Oe eee ae re 987,296,000 882,258,000 
en WAGREMEE Tae es FART) EG Fee 3,000 -- 
2,116,748,000 1,788,559 ,000 
No aah wd v cde o de lac. 45,858,000 140,977,000 


$ 2,162,606,000  $ 1,929,536,000 


The deficit of $45,858,000 at December 31, 1961 represented the difference between 
(a) $133,941,000 for the net loss on revaluations of gold and foreign currencies reduced by 


profits on dealings in gold and foreign currencies and securities since the establishment 


of the Exchange Fund Account in 1935, and (b) $88,083,000 for the exchange gain arising 
from valuation of United States dollar and gold holdings at the exchange rate of $1.04 
11/32 Can.=$1.00 U.S. at December 31, 1961. 

| 195. National Gallery of Canada. The Gallery was incorporated under the National 
Gallery Act, 1913, c. 33, now R.S., c. 186. Among its objects and powers are the develop- 
ment, maintenance, care and management of the national gallery, the acquisition of works 
of art and generally the promotion of public interest in art in Canada. 

A report on the audit of the National Gallery’s accounts for the year ended March 31, 
1962 was addressed to the Minister of Citizenship and Immigration, pursuant to 
section 9 of the National Gallery Act. A report in greater detail to the Board of Trustees 

59166-9103 
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drew attention again to certain administrative weaknesses which have been present in 
the system of internal financial control for several years. These had been dealt with in 
previous years’ reports to the Board but our examination this year revealed little, if any, 
improvement in the situation. Following meetings with the Director and other senior 
officials, steps were taken to remedy the weaknesses in question. 

The following is a comparative summary of the expenditures for the past two years, 
excluding expenditures for salaries of the staff engaged in the sale of Gallery publications 


(owing to the transfer of this activity to the Department of Public Printing and | 


Stationery during the year under review) : 


Year ended March 31 
1962 1961 
Administration, operation and maintenance 

Galarios and weed ee lad esusBh dea ee cee ns nee sa emcln ins tag $ 328,000 $ 310,000 
Professional and special services (including security personnel) .... 161,000 162,000 
Coe ey Sie ce Re Ls lea be a ee ice een ee eee eerie 365,000 298,000 
854,000 770,000 
Purchase of workscol Alle coa.<lc cssudb cans coe een ee ee ee oe 243 ,000 148 000 
Expenditure from trust funds ..........:.s es eee cece ccc cne cece eee 3,000 2,000 


$ 1,100,000 $ 920,000 


The operating expenses of the National Gallery are largely met from an annual 
parliamentary appropriation, with the remainder coming from a special operating 
account. Funds for the acquisition of works of art are provided through the National 


Gallery Purchase Account to which are credited moneys appropriated by Parliament for 
that purpose. Funds from the National Gallery Special Operating Account are also used 


to acquire works of art. 


Although section 8 of the National Gallery Act established the National Gallery | 


Special Operating Account, to which are credited all receipts by way of “donation, 
bequest, revenue or otherwise’ and permits expenditure from this account for the 
purposes of the Act, its use to supplement specific appropriations may weaken par- 
liamentary control. For example, $50,000 of the general revenue in the Account was used 
to purchase works of art in addition to those acquired through the Purchase Account 
which is credited with moneys provided for this purpose by special parliamentary 
appropriation. It is also doubtful whether the Special Operating Account should be 
credited with the proceeds from the sale of Gallery publications, fees from exhibitions and 
lectures and service charges, while the costs of producing this revenue are mainly met 
directly from the parliamentary appropriation for operating expenses. 


196. National Productivity Council. This Council was established by the National 


Productivity Council Act, 1960-61, c. 4, with the objects of promoting and expediting 


continuing improvement in productive efficiency in the various aspects of Canadian 
economic activity. The Council, which is appointed by the Governor in Council, comprises 
25 members chosen as follows: five from industry and commerce, five from organized 
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labour, five from agriculture and the primary industries, five from the general public, four 
from the public service and one to serve as Executive Director. The activities of the 
Council are conducted from a head office in Ottawa and there are regional offices in 
Halifax, Quebec, Toronto and Winnipeg. 

The following is a summary of the operations of the Council from the date of 
inception on December 20, 1960 to March 31, 1962: 


Income 
uN i die ge 60 2 pening vs Five lee daavessednesvcccccac. $ 150,000 
eR IRM Be ek 0s a6 ov din co's ss sn bie du ane oe cd ecmecces, 13,000 
Government's matching contribution ............................ 13,000 
eee. ME re ee ecg Be vee ods be yes oo danny DEO 3,000 
Ser, Se TOO 
Expense 
palaries and employee benefits ..............0ccecsccvecesncece.,, 51,000 
| ee ee ae nen, eee, Beis SG he A 12,000 
| wince sequipunent awuadrtepehses ye a 7,000 
Bi ESE CE he ee a ae 5,000 
emt GN acramireite Services et eA cee ela te 4,000 
ee ee ee ee TR lee ee 4,000 
> 83,000 
96,000 
| Add: Credits for rent and aecounting: services tri. 9..u000). Wk Ak 4,000 
| Excess of income over ee EE ere a a wine aan ct ys teh eae daca $ 100,000 


The statutory grant was received under the provisions of section 15 of the National 
Productivity Council Act, which directs the Minister of Finance to pay the Council, from 
the Consolidated Revenue Fund, for each of the first three years after the coming into 

force of the Act, the sum of $150,000, and thereafter such amounts as may be appropriated 
_by Parliament for the purpose. Section 16 of the Act provides that where the Council, 
during the first three years of its life, acquires by gift, donation or bequest any asset 
from a person other than Her Majesty, the Minister of Finance shall pay out of the 
Consolidated Revenue Fund, in addition to the amount paid under section 15 in any year, 
an amount equal to the value of the property so acquired. During the period under review, 
as shown in the above summary, the Council received gifts from private sources to a 
total value of $13,000, which the Government matched in accordance with the provisions 
of section 16. 

| The expenses of the period under review include amounts totalling $4,000 for rent of 
office space and furniture and fixtures provided by the Department of Public Works and 
for accounting services provided by the Comptroller of the Treasury, neither of which 
Tequired a cash outlay. 


' 197. Public Printing and Stationery stores. Section 34 of the Public Printing and 
Stationery Act, R.S., ce. 226, requires the Auditor General to “annually or more frequently 
at his discretion, cause the stock of stationery, printing materials and supplies in store, to 
ibe checked with the quantities purchased and supplied”. During the year under review, 
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as in prior years, such tests were made as were considered necessary to establish that the 
controls exercised by the Department with respect to stores were operating satisfactorily. 
In addition, we participated in the annual physical stocktaking made by departmental 
personnel. A report on the examination was made to the Secretary of State. 

The inventories of stationery, printing materials and supplies held by the Depart- 
ment at March 31, 1962 totalled $2,351,000, and compared with the inventories at the 
end of the previous year as follows: 


As at March 31 
1962 1961 
Stationery supplies .......-.eeeceeee ee ceeeneeeetetenceceessceceeees $ 611,000 $ 747,000 
Typewriter and office machine parts .....-+sseseseeeceeseeseereess 152,000 152,000 
Work in process ......esscececccccccccecscescsccvesscseccccseseness 339,000 467,000 
Paper chs scyscnieg nay ees ven en) aa eon erie on as eee one eer 361,000 397,000 
Printing and maintenance supplicS ......seeeeeeeeeeeceseeeeeeeeees 464,000 488,000 
Field units: stocks «cs «cs veces anda d «oe eee > one eee es me nites 362,000 361,000 
MiscellaneGts: acosy cc uci ckeeaeen bees aw ewan Uns te ees ay coe EAaeeie 62,000 77,000 


$ 2,351,000  $ 2,689,000 


198. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, c. 33, established 
this Fund to assist individuals or organizations to undertake or carry on research into the 
diseases of children, and the causes, prevention and treatment of such diseases. A Board of 
Trustees consisting of a chairman and six other trustees is responsible for the management 
and administration of the Fund. As required by the Act, the National Research Council 
provides, without charge, such secretarial and other administrative and technical services 
as may be required by the Board, whose head office is in Ottawa. A report on the audit of 
the Fund’s accounts for the year ended March 31, 1962 was addressed to the Board and 
to the Prime Minister as required by the Act. 

The Act provided $1,000,000 for the Fund and also permits the Board to accept gifts 
for its purposes. A summary of the Fund transactions for the year ended March 31, 1962 
compared with the preceding year is given below: 


Year ended March 31 
1962 1961 
Fajarice at beaming Of year (0-7 caine la hn ex nes > «ear ee elo eee $ 1,058,000 $ 988,000 
Add: 
Interest, GR WWERMCUIS 65584200 oes 4 chee oe anaes Bau Ohne eee 56,000 48,000 
Wet proht--on sales of gocurities ... i 40k che vannss cee wee tenew eens — 72,000 
SEB Aa Ds Lae 5 ROE ee oa eke 6 eR GS He EO OR EE Oe Ee cee eee 1,000 — 
57,000 120,000 


1,115,000 1,108,000 
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Year ended March 31 


1962 1961 
Deduct: 
Awards approved during year ................ccccecceeencccecee, 112,000 59,000 
Less: Cancellation of awards approved in preceding year ........ — 9,000 


112,000 50,000 


NT OT TERE RUSE TI te ASS | | IO Gu $ 1,003,000  $ 1,058,000 
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| Two categories of awards have been approved by the Board of Trustees, namely, 
| Queen Elizabeth II Fellowships and Queen Elizabeth II Scientists. Awards in the first 
_ category are made to doctors of medicine or “other suitable fields of science” to enable 
| them to obtain advanced training and experience in research related to diseases of 
children, and range in value from $3,500 to $5,000 per annum. During the year under 
| review two new and three renewal fellowships were approved totalling $22,000. The second 
category covers the salaries of scientists appointed to carry out research at universities or 
_ teaching hospitals. Regulations approved by the Board of Trustees with regard to these 
appointments provide for payments of $10,000 per annum for the first three years and 
| $0,000 for the next following three years, after which the institution at which the appoint- 
Ment is held is expected to maintain the salary of the appointee at an appropriate level 
without further recourse to the Fund. Two such appointments were made during the 
_year and provision for the $90,000 which it is expected will be ultimately expended was 
‘made in the Fund’s accounts. 

| 

| 199. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenues and expenditures accordingly form part of the 
‘departmental revenues and expenditures and are examined as such. However, section 
20 of the Currency, Mint and Exchange Fund Act, R.S., c. 315, requires that the Auditor 
General shall “at least once in each year inspect the store of bullion and coin at the 
Mint”. Such an inspection was made as at February 28, 1962 and a report thereon was 
‘made to the Deputy Minister of Finance. The stocks of bullion and metals at cost, and 
coin at face value, held by the Mint at February 28, 1962 amounted to $16,116,000, 
comprising: gold, $3,183,000; silver, $12,372,000; nickel, $275,000; and bronze, $286,000. 


200. Unemployment Insurance Fund. This Fund, which was originally established 
by the Unemployment Insurance Act, 1940, c. 44, as a special account in the Consolidated 
Revenue Fund, now operates under the Unemployment Insurance Act, 1955, c. 50. The 
purpose of the Act is to provide for insurance against unemployment and to maintain a 
national employment service. It is administered by the Unemployment Insurance Com- 
mission which comprises three commissioners appointed by the Governor in Council. 
Particulars of unemployment insurance administration are given in paragraph 72. 

In accordance with section 83 of the Act, all contributions from insured employees 
and their employers, together with Government of Canada contributions equivalent to 
one-fifth of the total employee-employer contributions, are credited to the Fund, and 
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benefits and other payments under the Act are charged to the Fund. The Act provides 
that eredits in the Fund that are not currently required shall be invested by the Com- 
mission in obligations of, or guaranteed by the Government of Canada, and in earlier 
years substantial investments were accumulated. During the past five years, benefits and 
other outlays exceeded receipts, and securities were liquidated as required. During the 
last three years (in order to control the liquidation of securities) advances were received 
from the Minister of Finance which, with the exception of 1960-61, were repaid within 
each fiscal year. 

Financial statements showing the state of the Fund as at the end of the fiscal year 
and the operations of the Fund during the year are prepared annually by the Unemploy- 
ment Insurance Commission and included in the Public Accounts. In my report for the 
year ended March 31, 1960 (paragraph 109) attention was drawn to the fact that these 
fnancial statements are not, by statute, subject to audit examination. In its Fifth 
Report, 1961 (paragraph 82), the Public Accounts Committee took note of this and 
recommended that the financial statements be required by statute to be reported upon by 
the Auditor General. Although the Act has not yet been amended, the Commission sub- 
mitted its financial statements for the year ended March 31, 1962 to the Audit Office 
for examination, and these statements, together with my report thereon to the Minister 
of Labour, are reproduced in the Public Accounts, Volume II, pages 17.16 to 17, 

The balance at the credit of the Fund at March 31, 1962, as shown on the balance 
sheet, amounted to $66,598,052, after reflecting an excess of expenditure over income 
of $118,086,801 resulting from operations during the year. The following is a comparative 
summary of the income and expenditure of the Fund for the past three years: 


1959-60 1960-61 1961-62 
Income 
Contributions from employers and employees . .$ 228,616,000 $ 275,273,000 $ 277,789,000 
Contributions from Government of Canada .. 45,723,000 55,055,000 55,558,000 
(HEY “MiCOMme. . Aussies een a e+ Cees 16,907,000 10,043,000 6,889,000 
Less: Loss on sale of securities ............ 8,414,000 7,269,000 622,000 
8,493,000 2,774,000 6,267 ,000 
282,832,000 333,102,000 339,614,000 
Expenditure 
Benefit) payments «coy. {eet a)... See ek. 415,234,000 513,906,000 454,740,000 
Intercetuch ad vennGBen a. Edina: oda ae ome 1,517,000 403,000 2,961,000 
416,751,000 514,309,000 457,701,000 
Excess of expenditure over income .......... $ 133,919,000 $ 181,207,000 $ 118,087,000 


The annual deficits shown above do not include administrative expenses of the Com- 
mission which are charged to appropriations for the Unemployment Insurance Commis- 
sion under the Department of Labour (see paragraph 72). Also not reflected are the value 
of accommodation for the Commission’s regional and local offices throughout Canada, 
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contributions to the Public Service Superannuation Account, accounting services rendered 
by the Comptroller of the Treasury and other services provided by government depart- 
ments. 

The reduction in the annual deficit to $118,087,000 in 1961-62 from $181,207,000 in 
1960-61 was mainly caused by fewer benefit payments, the average monthly percentage 
of the insured population drawing benefit in 1961-62 being 9.3% compared with 10.7% 
in 1960-61. The number of initial claims allowed in 1961-62 was 1,370,738 compared with 
1,546,414 in 1960-61 and the average number of benefit weeks paid was 14.3 in 1961-62 
compared with 16.4 in 1960-61. 

A significant accounting transaction took place during the year under review as a 
result of the takeover by the Department of Finance, on September 29, 1961, of the 

entire security holdings of the Fund at their book value (amortized cost plus accrued 
interest) pursuant to the announcement of the Minister of Finance in his Budget Speech 
of June 20, 1961. In return for securities with a book value of $240,453,953, and a payment 
of $7,167, the Fund obtained discharge of its liability to the Minister of Finance for 
loans outstanding of $99 million and accrued interest of $2,961,120, and acquired 
$138,500,000 of a special issue of Government of Canada non-negotiable bonds bearing 
interest at 3%47% and redeemable at par subject to 30 days prior notice. 

The market value of the securities thus transferred, including accrued interest, was 

$205,968,281 or $34,485,672 less than the $240,453,953 credited to the Fund on the basis 
described above. The Minister of Finance explained in the course of his Budget Speech 
that the purpose of the takeover was to remove from the bond market the Fund’s holdings 
of Government securities which, because of their size and the volume of sales and 
purchases therein, were exerting an unstabilizing influence on the market. 
From the standpoint of the Fund, the transfer of the securities to the Department 
of Finance at book value rather than market value relieved the Fund of a substantial 
loss on the disposal of its portfolio. As already indicated such a loss could have amounted 
to $34,485,672 based on the market values of the securities on the date they were 
transferred. 


201. Yukon Territorial Government. The Yukon Act, 1952-53, ¢. 53, as amended, 
makes provision for the appointment of a Commissioner by the Governor in Council and 
for the election of a Council of seven members. Three members of the Council, appointed 
dy the Commissioner on the recommendation of the Council, constitute an Advisory Com- 
mittee on Finance. The Commissioner in Council is empowered to make ordinances for 
she government of the Territory in fields normally within provincial jurisdiction. 
The accounts relating to the receipt and expenditure of territorial funds and to 
sxpenditures from moneys appropriated by Parliament for the Territory are subject to 
’xamination by the Auditor General of Canada, in accordance with section 26 of the Act. 
__ However, the Act does not provide for the preparation of annual financial statements 
‘or the Territory, for their certification by the Auditor General as the statutory auditor, 
wr for their being laid before the House of Commons. I recommended to the Minister of 
Northern Affairs and National Resources that steps be taken to incorporate these provi- 


| 


140 AUDITOR GENERAL’S REPORT 


sions in the Act. At the same time I advised him that, pending such an amendment to 
the legislation, I would furnish appropriate audit certificates covering the annual 
fnancial statements prepared by the Territory for publication in its Public Accounts. 
We have since been advised by the Department that it proposes in due course to rec- 
ommend amending legislation towards the desired end. 


The following is a summary of expenditure and revenue of the Yukon Territorial 
Government for the year ended March 31, 1962, with the corresponding amounts for the 
previous fiscal year: 


Year ended March 31 
1962 1961 
Expenditure 
Wa ucahiod | «ks ocd oxen Rae SOaee eras Fe tae Riese mates = hae ec $ 951,000 $ 769,000 
Yukon Hospital Insurance Service ........seeeecseeererecceeeces 392,000 245,000 
Health “and “welfare 26s )0 cei) toe enet inves sce wes ceeyewe sss 378,000 390,000 
Roads, bridges and public works .......eseseeeeeeeeeeceeeeeeeees 349,000 342,000 
Municipal and area development .......seeeeeeeceececcceeeereees 284,000 219,000 
Capital’ projects” 2.7.0. 0, wena ce rae cesses te teks ste sale nes eaae® s 708,000 791,000 
Other expenditure: <6 fys0 02 5.9 aus sheesh see Wie eb es hie™ © ial Bley oe 386,000 394,000 
3,448,000 3,150,000 
Revenue 
Laguor ‘MPORte ..0< 5 souls eae dha ce ea een hc es sa soe cane oe 875,000 861,000 
‘Tax -revenvie: (2. RGse a heed « Wok lee Oe Is Te he tals 84 V8 Ss 551,000 584,000 
Federal -wrants jsai¢ cous Siva ih iePs eee es Faeroe eich s woe ay 527,000 505,000 
School attendance and miscellaneous feeS .........cecceseoecees 314,000 266,000 
TIGERED  TOVEIUE” ies dts decree ieee CeCe es en eee en a eee 221,000 195,000 
Other revenue: cs vanile Hoo GZT ibis cee ees te ee 392,000 428,000 
2,880,000 2,839,000 
Excess Of expenditure over: revenue .oicetesidsceadne aedxssedsouben $ 568,000 $ 311,000 


The accounts of the Territory show loans payable to the Government of Canada at 
March 31, 1962 totalling $2,135,000, a decrease of $55,000 in the year. A further loan of 
$500,000 was received by the Territory following the close of the fiscal year. 


* * *% * * 


The staff shortages confronting the Audit Office continue to impose an abnormally 
heavy burden on its present staff at all levels. That the work has been discharged so ably 


and conscientiously is a tribute to the continued loyalty and devotion of each member of 
the staff. 


A. M. HENDERSON, 
Auditor General of Canada. 


November 19, 1962. 
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THE GOVERNMENT 
STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 
EXPENDITURE 
Fiscal year ended 
March 31, 1962 March 381, 1961 
Agrieral Gre oo «ois icp nkend s Px2 8 haa a as oe oe ke apni ga ar eae, ae gaa er $ 286,683,751 $ 264,915,215 
Atomia' ENGrey <4. ssieven uss 64 vis eae hd ee oon peeeoapnp tami <omy omae + hein” tains eee 34,711,614 38,892,905 
Aaditor Genetal’s OfiC0.....0.6 5 aec en seus bon cia a ae gee ie ae IO ee ome Pia nee eae Oke 1,069, 939 928, 573 
Board of Broadcast Governora.... ios /.<s3)s + ac oe ene Seer ae Sea eee eee eee Bll, 515 280,946 
Canadian Broadcasting Corporation. ......06 06 se se ene te ene tins Here oem rele eee 5 ih em ner ee 78,160,805 66, 766, 203 
Office of the Chief Electoral Officer... 0.) nex. cis tute om shan tee eae ean Rv errs ne arse se 366, 474 591, 780 
Citizenship and Immmiigration. «6. .caces 26 2 ee mg Sane pee seats es a ae Sie ne mS aa 65, 016, 446 61, 049, 383 
Ciel Barvice Corinissions...c.4 .viocs ubitics esc Om tanen sateen ie Maia, penne rene me 4,738, 709 4,220,006 
Defence Production... coc... ss vec ss's0 spon x Oe sree oe eee ne Cee eee ee 23,929, 926 20, 435, 693 | 
Bivtornal (Affairs... fo seco ocev deed 0 0b eo Se tes wor ete eine mieten ye eer eg ain niattaet san ements ree 95,571, 260 103,023,405 — 
Finance— | 
Public debt chaT@es: i. - cc .avs cb wane saree ners > pee eee eee eters gee eae thre ee ae 838, 986,401 797, 602, 265 
Tax-sharing, subsidy and other payments to provinces. ......- 6... eee eee eee eee eens 541, 182, 624 537,814,873 ) 
Other expenditure... .ce5 ..5085heale cooled oh hens ee ete ete ern naming © Nain eS Gan 131, 784, 164 124,609,972 © 
1,611,958, 189 1, 460, 027,110 
Wish eried, |ssPeckec stale ae. Se Reais WIR et ee ey 23, 097, 882 19,195,681 
Porestry.«. cases Gila bs eit «bau clei riptaleideen, eee he aap dee oar vactev aie ad - eam 8 14, 737,929 10,060,199 
Governor General and Lieutenant-Governors......... 6. cece cece eee cee eee teen eee tees 474, 156 436, 926 | 
Tear ance. icc fang 0 hs Oe ence opie bn wi OS es ae hoa ro oe el ee ae cep ready aerate ha ek See 1, 358, 022 1,309, 674 | 
Fesgehtieh sc shia Mie ibieocds sakeeenaleg ike oa He Soa hes 9 eas ks Wine a 32, 580, 184 27,694,612 © 
Ti Oho oc hdd o mcs dace va vous angie ea yon bps) ayy sO ap: ARBRE GIGS Gtan-cete = Mera eaenee ees 168, 884, 756 121,336,328 | 
ViGgisttOI. 6. 5 os ca tic cx ascend eed + QaC cia age chee d/o ia era Sie ee an eee re ee 8,438, 007 8,506,699 
Mines and Technical Surveys... c.ccs5 506 cee s chee eo een eben em a vols Hee Mp clelels ein ral erin Sinise 67,599, 290 59, 120, 367 
National Defence— 
Royal Canadian Navy... cs... 26.6. ce census ernie § ats sotelele snaiaeibeaile a peat ics aR oR alas 272,005,671 245,478, 753 
Canedign Arima y ser 8. pas da 08.46 RTE EMIS REECE Fae Sot a a Seats aaa aaron Pere 442,414, 649 402, 262,470 
Royal Canadian Air’ Poree...05 (<i is Sasa oie se tis zoe ate RE Sere ee ee else 781,421,960 751, 598, 647 
Defence research and development... « -.)sa see asi assis acta ene erates cet eee ee 40,444, 658 41, 925, 038 
Other expenditure... .o84 . saad + so depen peied 2+ Pe meah se aa orn ater, «eee 89,817,374 76, 265, 675 
1,626, 104,312 1,517, 630, 588 
Pa mtreaet BSTie POPC cts ccc ure ee rete tere ease BAS REGS hn ELS ahs ry ue ie Se ie eee ce eat ae 5,143,773 4, 866,930 
National Gallery: ioc 5 25 fe 5 aia Bhs belong bv Ane ee epee a es etree ee 1, 0538, 582 908, 898 
National Health and Welfare— 
PRMLYy RU WHUECS © oo os csc s.c.le 5 oan mina teed oct pid alegine RN Oe eine eee ek Saas eae 520, 781, 193 506, 191, 647 
Other expenditures. occ. cca vitae ake he icc pesos ae ep naiearle hehe Ga ener oie cera ae 519, 494, 503 380, 955, 3438 
1,040, 275,696 887, 146, 990 
National Research Council, including the Medical Research: Cound sop cnnc chee come me one 38, 849, 279 34,438, 422 
National Revenu&.0 ek . eae, on es ee es omen 75,330, 063 73, 260, 720 
Northern Affairs and National Resourtes.... .....00..2 4) ass far. one soe rin eer ae em ae ees 82,342,456 74,295, 902 
POPU Ce it ant ER NLA RASPES ERR SDS yan wn tents ear mre me 185, 003, 359 178,371,717 
Privy (oun ie oss a tis aes aid ae SO visio ule > - warciardie Hyman ale ahr ae haa ae 4,479,601 1, 850, 166 
Public Archives and National Library.... 2.6.0.6... 0. ees secee eta e erect e eect en een nee etnens 977,899 842, 304 
Public Printing and: Stationery . 1. cass vi sn5 <4 sane » 00 etiiesien ties aa ged lew iene aie as 4,010, 195 3,495, 868 
Prblid Works. 0). oo. 0002. dete lenis odie ine cst cas On OMI dee ae pay ae 188,813,326 200, 891, 585 
Boyel Canadian Mounted. Polio .cs..caiia. wien bis tes wae 6 eee eae ok eee el ee 60, 497, 037 56, 023, 194 
Boeretary of Stabe. 60) les ie abc ie Pee by a 6 oS gn BO OF SEL Oe ar nee SO PT 4,994, 967 4,877,799 
Traore and Comiieree si oe &ccies Ecalhee Oa eck wok bee Rs Eee ee eae 39,472, 256 21,763,612 
TUADSOORG, cooing sci dod Cas eee ee eee 410,391,113 336, 446, 853 
Veterans Affairs— 
Peele 0k ste coke se ncisll cere acai, oa hicind OR Ss ee ae eee eee 177, 869, 638 150, 694, 547 
Other expenditure... 5.500. es eae or Re ee ni ees 155, 353, 268 141, 603, 150 
833, 222,906 292, 297,697 
TE etdah ORDO TREES is here tan oss ob, elas adept ae ie en ee 6, 520, 645, 674 5, 958, 100, 946 
uaceetary deficit: 2... Sse. 64. Be ie ee . ne ee —791,021, 950 — 340,421, 092 
5, 729, 623, 724 5, 617, 679, 854 


H. R. BALLS, 


Comptroller of the Treasury. 


NN — — —————————————— 


K. W TAYLOR, 
Deputy Minister of Finance. 
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REVENUE 


Tax revenues— 
Income tax— 
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Fiscal year ended 


March 31, 1962 


ae Oe a $1, 792,655,915 
ee ears ev die dass sh. .s,aecceu.nnl 1, 202, 053, 695 
On dividends, interest, etc., going abroad ......................00000 112, 305, 709 
Excise taxes— 
ang 8 OF INES stant pete tt pe: tee eh |e, ee ) ; ee ee ee 759, 677,970 
Other.... REE 0 oh Min NMI wba wn a ihglai aia v vlc lv he swt eg eda ov edhe es 262,526,380 
GE Se enn RTE AR 16: 534, 515, 544 
he EM cian ys MI. cesses ss sss ceeeenl 362,798, 655 
© acon, ct a A a a dR 84,579,383 
re BIOs os os ok sv ng os MOR eR Wn Wiha Maeeoca Tic 51,495 
5,111, 164,746 
Non-tax revenues— 
PU OR ee ya ee oc. SAK ae Let cewek 307, 502, 187 
RCO Tek PORTA AV CRUD a ear ihe sig dens 6 vets eiern vv wv srcip-vtvunecarnieiccrcaccuncnta 183, 678 , 937 
Eeruuis O previous years Oxpenditure.....................----5...0.. 18, 162,831 
neta) GorGae seth .G..... Mee We PPO. by py loa wpoohigied 69 ee. 42,452,991 
NMI Be i adores ss ise) ca... 64 cds eammuane manic... 25,901,810 
Ree, LGemCme Mets Dertonts.... SWAN MER. cece cunan uy Oe ee cee 23,271,195 
Ci hy on dhs ek seins y oueiovauunevaonmole oleh... 7,965,169 
Bement, Crimea MH CXCMANEO: oe. oon evs. sensacenececccucs ce... LeeLee. 1,771,425 
ER Re osc pid aie sc s+. sos BADER DS, Lodsenyenkdeem bbe, do 7,752,433 
618, 458, 978 
“ Excluding tax credited to the old age security fund— 
1961-62 1960-61 
Personal income tax.............. 258, 950, 000 229, 400, 000 
Corporation income tax........... 100, 125, 000 103, 500, 000 
| everest CORSE IY, er AS 284, 879, 238 270, 231,478 
®) Includes Succession Duties. 
| 
\ 
Ne eR DD Sk ues ac veiw Hig dp ac NS Man hn a eR ER EMER A 5,729, 623,724 


Auditor General's Certificate 


| Auditor General. 


March 31, 1961 


$1,711, 159,573 
1,276, 628, 380 
88, 173,822 


720,617,274 
290, 658, 192 
498 , 698, 211 
344, 944, 857 
84,879,372 
16,905 
5,015,776, 586 


283,769,277 
173,593, 541 
40,544, 154 
35, 671, 632 
23,980, 752 
27, 205, 888 
8,445,677 
873, 203 
7,819, 144 
601, 903, 268 


"5, 617, 679, 854 
_———— 


i i i isi i ial Administration Act. I have 
__ The above Statement has been examined in accordance with the provisions of the Financia uave 
obtained all the information and explanations I have required and, subject to the comments in my i ha pe she song plore? 
mons, I certify that the Statement is in agreement with the accounts maintained by the seca sary hs ee : 
my opinion, it exhibits a correct view of the expenditures and revenues of Canada for the year ended March 31, : 


A. M. HENDERSON, 
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ASSETS 

March 31, 1962 
. Current assets— 

(a) Cash, schedule A ...... ec cece cece eee eee ene en eens -»» $ 895,321,334 

(b) Departmental working capital advances and revolving 
fonds, schedule Bo. ocii0 + ca xhesoiG cee meee eee 223,379, 565 

(c) Securities held for the securities investment account at 
MTSE COBY. Bo Alka 000d opie saree ee reat 94,608, 163 
(d) Other current assets, schedule C's tus 8 oe Alert ois 32,707,390 


1,246,016, 452 


2. Advances to the exchange fund account—(value of investments 

from advances on basis of closing exchange rates: March 31, 

1962, $1,759,690,147; March 31, 1961, $1,869,957,821)........ 1,793,000, 000 
3. Sinking fund and other investments held for retirement of un- 

matured det, schedule DL)... .ss50<500¥00es eemepon erie ss 19,432,331 
4, Loans to, and investments in, Crown corporations, schedule E 3,985,329, 459 
5. Loans to national governments, schedule F................04- 1,339, 796, 827 
6. Other loans and investments, schedule G ..........0.. ee 0eee 


(a) Subscriptions to capital of, and working capital advances 


and loans to, international organizations.............e0eees 659, 935, 897 
(b) Loans to provincial governments.............ee cece eee eees 97,879,073 

(c) Veterans land act advances (less reserve for conditional 
TORSO ad ook so hs da oin os Gas ee cemeew ae nees ce eee Liv,s007101 
RE) RESCH ABACUS, cicceceiuuda cos od an on oro otek ad at eo oe men 58,693,017 
993, 863, 088 
7. Securities held in trust, schedule H.....0.cc.stseeseee tees ess 25, 836, 647 

8. Deferred charges— 
(a) Unamortized portions of actuarial deficiencies— 

Canadian forces superannuation account.............4- 326, 300, 000 
Public service superannuation account...............5- 276, 661, 000 
Royal Canadian Mounted Police superannuation account 3,533,000 
(b) Unamortized loan flotation costs, appendix No.7......... 121,332,197 
VOU RSLO VL OT 
e. Bussente ancoonta, pehedvle ].o.o5. css ove capa sate cess eee 136, 101 
EY, SeOt) GI cine a cds seaaks ebay tani Uae 2 ee RRP Oe Bee 1 
11. Inactive loans and investments, schedule J............000000- 94,824,381 
ORL. BRB. 505s oa edly Sol woe wets Saad Re 10, 226, 061, 484 
12. Less: Reserve for losses on realization of assetS............000+ — 546,384,065 
INO APHATE, ou: daa ohare reel aca a dee ae cee eee 9,679, 677,419 

13. Net debt, represented by excess of liabilities over net assets, 


schedule 13, 228, 137,045 


22,907,814, 464 


P.O ON OES Ow 6 wee ee OSs D.6 CR OU Se wee eS 6 Oe Oo Oe ee 
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(with comparative figures 


March 31, 1961 


486,759,770 
171,082, 579 
101,453, 744 


25,051, 644 
784,347, 737 


2,024, 000, 000 


17,017,981 
3,614, 187, 638 
1,378, 196, 197 


631, 126, 992 
98,372,577 


166, 092, 206 
140, 059, 590 
1,035,651, 365 


30, 042, 201 


326, 300, 000 
276, 661,000 


130, 741, 328 
733,702,328 


136,101 
1 
94,824,381 


9,712,105, 930 


— 546,384, 065 


9,165, 721,865 


12,437,115, 095 
21,602,836, 960 


Net increase 


or decrease (—) 


$ 


during 1961-62 


408, 561, 564 
52, 296, 986 
—6, 845, 581 


7,655, 746 
461,668,715 


— 231, 000, 000 


2,414,350 
371, 141,821 
—38, 399,370 


28, 808, 905 
—493, 504 


11, 262,895 
—81,366, 573 
—41,788, 277 


—4, 205, 554 


3, 533, 000 
—9, 409, 131 
—65, 876, 181 


513, 955, 554 


513,955, 554 


791,021,950 


1,304, 977, 504 


ee ee a aa sce ae en ee ee 


The notes appearing on page 104 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


K. Ws TAX LOR, 


Deputy Minister of Finance. 


(The schedules and the appendix referred to in the above Statement, and the pages referred to 
in the two notes, are to be found in the Public Accounts, Volume I) 
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as at March 31, 1961) 


ee es 


LIABILITIES 


March 31, 1962 
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March 31, 1961 


Net increase 
or decrease (—) 
during 1961-62 


14. oo rt eae nec schedule L— 
a) Outstanding treasury cheques............................ $ 265, 658, 447 $ 251, 740, 839 13,917 
| (b) Accounts payable (that portion paid in April of the next ¥ ‘bac 
following DONATED te tie rinid ic noon ys - CT 280,711,177 221,396,476 59,314, 701 
(c) Non-interest bearing notes payable to the international 
) monetary fund and the international development 
association........ vt ees Pee Sen ey | Sa ae a 372,031,620 383, 660, 444 —11, 628,824 
is) Matured debt outstanding................................ 36,438, 562 31,872,131 4,566,431 
e) Interest due and Guvmbano ges... 2... 820. 80.58........... 73, 845, 656 66,776, 824 7,068, 832 
Mur) Aiterest anorued. oon... os. sc sesserseree es, 174,601,049 154,015,640 20, 585,409 
) mr necuer cutrent liniiitiess occ). clo... 30, 794, 396 38,098, 891 —7, 304,495 
1, 234,080,907 1,147,561, 245 86,519,662 
15. Deposit and trust accounts, schedule M....................... 266, 624, 103 239, 667,315 26,956, 788 
16. Annuity, insurance and pension accounts, schedule N.......... 4, 245,941,809 3,955, 509, 445 290, 432, 364 
"7. Undisbursed balances of appropriations to special accounts, 
ok EE ee ee ae it a eas 115, 135, 367 104,492,701 10, 642, 666 
18. epererred credits, schedule P’).....:.........00):............. 94,991,098 79,073,348 15,917,750 
19. Suspense accounts, schedule Q........0.0.0ecce0c00000020...., 5,305, 046 8,617,992 —3,312, 946 
. Unmatured debt, schedule R— 
| eS EOS Ss ee 15, 060, 736, 134 14, 132,914,914 927, 821,220 
t gg CUE BA tii I ae ee a ik ca 1,885,000, 000 1,935,000, 000 —50, 000, 000 
| 16, 945,786, 134 16, 067,914,914 877, 821, 220 
| Note: 
The indirect or contingent liabilities of the Government 
of Canada, consisting of railway securities guaranteed as 
to principal and interest, $1,636,100,000; railway securities 
guaranteed as to interest only, $14,790; other guarantees 
of $4,807,547,475; together with certain indeterminate 
| guarantees, are listed on page 167. 
‘ 
' ae Nese | Se 
| Oneea te OF ee... Se. PS. be... i... 22,907,814, 464 21, 602,836, 960 1,304,977, 504 


eo =x=x{ 
Auditor General’s Certificate 


The above Statement has 
‘tained all the information an 
tons, I 


\y Opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1962. 


been examined in accordance with the provisions of the Financial Administration Act. I have 
d explanations I have required and, subject to the comments in my report to the House of Com- 
certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, in 


A. M. HENDERSON, 
Auditor General. 
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APPENDIX 3 


BY DEPARTMENTS FOR THE YEAR ENDED MARCH 31, 1962 


Section Department 


1 Agriculture. .s.ia. i Mes Sele ewes oie a ee eee 
2 Atoniic En6rey: . 6. 0 6 no one ate aE Se era eee 
3 Auditor General’s Office.........-..-- seer eee eter eees 
4 Board of Broadcast Governors. .......--+-++eeerereee 
5 Canadian Broadcasting Corporation......-...-.+++++: 
6 Office of the Chief Electoral Officer..........--...++-- 
7 Citizenship and Immigration..........--..++s+eeseees 
8 Civil Service Commission...........+ess seer eee eeees 
9 Defences Productions: .$c0. jon fone: eae etene weiner eb 
10 Txternal Affairs ac iciicecs cece ee eee «0s Oe 


11 PLT EUGE Pog es ok & Gane Ae ee Fn ee ee area 
12 Fisheries: 2 Soe ake Cine oe tee eee ee oe 
13 Forestry... 0 acer ss Gn nea near es oo? JUS eee 
14 Governor General and Lieutenant-Governors.......... 
15 Tristar anes vee aeg eee wo sealed cy Or BR ee eee 
16 TIGR oan oe cca eerinsies take Tene ei tas LS ee RT 
16 Office of the Commissioner of Penitentiaries........ 
17 WY sue cs oe bee eee oa eee tae 


18 Dewinlation..<) <.c ccc ts sere a een eEne poe ee 
19 Mines and Technical SurveyS..........0:++ese eee e eee 
Nations! DéfenG@ pce coe. fo hb Ge ott ee eee 
21 Watiankl: Filme Boagreit eric cs twos oaae oneseanles eee 
22 National Gallery of Canada.............+--2sesss eames 
23 National Health and Welfare. .............-0. sees ees 
24 National Research Council, including the Medical 
Resedreh Couneihc (c+ cc Goce np eiesliel vere sins name 


25 National Revendes © uct ocx fen. ce oe eee li See 
26 Northern Affairs and National Resources...........-- 
27 Poot: Oe oa a Sei «one aon os te ee a ere 
28 Privy Couneel ues. oo. 2s eho oe ae 
29 Public Archives and National Library................ 
30 Public Printing and Stationery..............-.+esee8 


31 Publi Works opis eek 2 wie Shi Oe on ee ee orice 


32 Royal Canadian Mounted Police...0207.......25-525% 
33 Baesretary ol Statens, cote ea cenrys Lie ws cei aks 
34 T rade ani (SOmmerce. . 256 caste ess ks aoe es Rg ee ee 
35 SP PONAUGL ax ok oie eis Ree rs Os eo les Oa mie 
35 Canadian Maritime Commission...............++++- 
35 National barbours Horr... o30 co eee 8 eo ee 
36 Veterans Afiaives, 20) 0% 2... i Beer eee Coane 


() Available for expenditure in 1962-63. 


(2) In addition, parts of appropriations in respect of the following departments and exp 
transferred to ‘Other Loans and Investments”’, as follows: Agriculture $3,855,524; National Health 


H. R. BALLS, 


Northern Affairs and National Resources $3,000. 


Appropriations 


$ 
296, 725, 647 
39, 733, 715 
1, 135, 400 
331,170 
81, 752, 300 
367,918 
67,984, 674 
4,777,736 
27,316, 162 
98, 620, 284 
1,516,395, 390 
25, 270, 529 
16, 748,430 
489, 165 
1,384, 136 
9,690, 544 
25, 299, 164 
253, 487, 530 
8,519, 188 
70, 674, 806 
1, 685, 298, 092 
5, 160,492 
1,162,576 
1,046, 348, 686 


38,898, 514 
78,767,144 
92,906, 299 
190, 795, 698 
5, 122, 717 
1,025, 549 
4,090,359 
210, 742, 709 
61,939, 363 
5, 235, 839 
42,516,013 
423, 132, 137 
18, 240,715 
7,239, 552 
341,383, 578 


Auditor General’s Certificate 


The accounts relating to the expenditures as set forth in the above Statement have been exa 
subject to the comments in my report to the House of Commons, I certify that, in my opinion, 


summary for the year ended March 31, 1962. 


APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 


Expenditures 


$ 
286, 683, 751 
34,711,614 
1,069,939 
311,515 
78, 160, 805 
366,474 
65,016, 446 
4,738,709 
23, 929, 926 
95,571, 260 
1,511,953, 189 
23,097, 882 
14, 737,929 
474, 156 
1,358, 022 
9,461,190 
23,118,994 
168, 884, 756 
8, 438, 007 
67, 599, 290 
1,626, 104,312 
5, 143,773 
1,053, 582 
1,040, 275, 696 


38, 849, 279 
75,330, 063 
82,342, 456 
185, 003, 359 
4,479,601 
977,899 
4,010,195 
188, 813, 326 
60, 497, 037 
4,994, 967 
39,472, 256 
395, 260, 783 
10, 200, 345 
4,929,985 
333, 222,906 


(26,806, 709,920 |(6, 520, 645, 674 


Lapsed 


$ 
10, 041, 896 
5,022,101 
65, 461 
19, 655 
3,591,495 
1,444 
2,968, 228 
39, 027 
3,386, 236 
3,049, 024 
4,442,201 
2,172,647 
2,010,501 
15, 009 
26,114 
229,354 
2,180,170 
47,145, 342 
81,181 
3,075,516 
59,193, 780 
16,719 
108, 994 
6,072,990 


49, 235 
3,437,081 
10, 563, 843 
5,792,339 
643, 116 
47,650 

80, 164 
21,929,383 
1,442,326 
240, 872 
1,873, 958 
27,871,354 
8, 040,370 
2,309, 567 
8, 160, 672 


247 , 437,015 


OOS ano ee 


Unexpended Balances 


Carried 
forward“) 


37,457, 432 


1, 169,799 


nei 


38, 627, 231 


enditures in similar amounts were 
and Welfare $10,150; and 


Comptroller of the Treasury. 


Auditor General. 


mined under my direction and 
the Statement gives a correct 


A. M. HENDERSON, 


(The sections referred to in the above Summary are those in the Public Accounts, Volume Il) 
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APPENDIX 5 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE YEAR ENDED MARCH 31, 1962 


(with comparable figures for the preceding fiscal year) 
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(in millions of dollars) 


1961-62 1960-61 Increase or 
decrease (—) 


| 
Civil salaries Aitd Wastes ..0.) as 0s rales ew eels eee are ae ers Been $830.0 $782.2 $47.8 | 
CHAlian Ellowealpelids sow invasts snc ean keane a «eee yee eee 14.8 13.9 x | 
Pay and allowances, defence forces and FC MiP OCR abate ic tae haces eee ees 574.5 523.2 51.3 : 
Professional and special services.......1.cescseeeeeeeetnennerecetcresseccersceces 95.2 83.9 11.3 | 
Travelling and removal expenses.......+..+eescee sere sree tere seer scenes eee sseees 66.9 62.1 4.8 
Freight, express and cartage.........0sesceescse cere eer ee ects eran eceeererereseres 12.2 11.6 6 | 
Poatame cciueia) tacos oo +s dbins Syrians singh ante ames Weep aaa oe veneer er so Acs 6.2 6.0 , } 
Telephone, telegrams and other communication SOT VICES iwi vile Meese ee wae winnie 21.7 18.8 2.9 i 
Publication of departmental reports and other winteriahsi:s salen se eaves ee ees o 9.4 8.6 R | 
Exhibits, advertising, films, broadcasting and displays.........-.+++s+se+seerees 13.2 12.1 1. 
Office stationery, supplies, equipment and farwishines ......i.0ee s444e sas pero kes 26.1 21.8 4.3 | 
Materials and supplies...:...0..-..csecseecceeseucctersessmessereseneeeaseeseeees 171.6 163.6 8.0 . 
Buildings and works, including land— | 
Construction OF ACQUISITION. ...... 6. c ccc eee cece eset cree eter enneeseeer cerns 328.1 312.2 15.9 
Repsira and upke@p. .c. 000 wei ecavsseagwe eas sos eee Meese suman nr seme ee? 60.2 56.5 3.7 
Feerteib oso ecclen< civ sane dcdcdc ntl ea eek Sate eee ee 16.3 15.8 5 
Equipment— 
Construction OF ACQUISITION........000 cece cece eect sence nase enero cane secesewes 357.2 325.0 32.2 
Repaira and upkeeps.v0i ... ess asoSea¥nnder sear deen a ne remey sere sere eee 148.9 154.5 — 5.6 
Peer Bae coc os pe eer a a's eee oars een eee ere 6.9 5.9 1.6 
Municipal or public utility services......... 6.6 cece eee e eee eee e eee tenet eee ee ees 57.5 fa:0 4.0 
Contributions, grants, subsidies, etc., not included laa heresies. & oa tale scan eee 637.2 527.6 109.6 
Pensions, superannuation and other benefits.........--. 0. eee eee tenet e eee ener ees 134.8 113.1 21.7 
All other expenditures (other than special categories)...........+.+e eee tener sees 88.5 70.0 18.5 
Interest on public debt; ete. Jc. iat Sai Wise wees o 1s acs Saye ates «Pees ewe 839.0 797.6 41.4 
Subsidies and special payments to the provinces..........-..e cece sere eee eee ees 541.2 iif eae’ 3.4 
Family allowances payinetta: 4 1. .cc ha cdend oc 00 ino pine mioe ae ew +s aa ety s ore 520.8 506.2 14.6 
Old age assistance, blind persons and disabled persons allowances and unemploy- 
roniraasintenosiehh 54 1c eee dss 2s ak aR alee ne tween eo Ores 143.4 102.7 40.7 
Veterans’ disability pensions, et¢.i.5 0.65 04.0.85 ee eee neeas seu ren es sales (awa see eke 177.9 150.7 27.2 
Other payments to veterans and dependents............ cece cere seen eee eee eenee 87.3 71.2 16.1 
Government’s contribution to the Unemployment Insurance Fund.............++: 55.6 55.1 5 
Hospital insurance and general health grants.............0 eee cere crete eee eee eees 332.9 237.4 95.5 
Trans-Canada Highway contributions, . 0... esac sce c es vic ananiennne aig Oma Wo sinh nen 36.5 48.7 —12.2 
Movement of mail by land, air and water............ccceeecee reser reeeeeeeeeeeaes 62.1 61.7 4 
Deficits—Government-owned enterpriseS...........e cece eee cece eee nn cece erences 84.1 78.3 5.8 
$6, 558.2 $5, 989.3 $568.9 
Tess: Wxpenditure focovered 035505 ss ms oes kv s ga ewes ee eee eae Saeee ee eee eee 37.6 31.2 6.4 
Net Total Expenditure. 2...6s:) dias as dsa0 Oe S240 eos ee ee ee ee $6, 520.6 $5, 958.1 $562.5 
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APPENDIX 6 


SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


DEPARTMENTS (Notes 1 and 2)— 


March 1962 in comparison with March 1961] 


Agriculture— 
SS AGS SERIE se SRNR a 403 
oe et: Sees, SER nee 4,205 
PUMAMORRO OE TATMOUIAR |, 56502). 0.6 kh one e le loccn kenny 3,391 
mone oh Cram (omminsiomers®. 0.505... i os oboe ce eboecicececlcn. ee 1,124 
og: DOTTED: een aap aD ani ange aan annee 1,251 
10, 874 
Bmrinne Tampere, COMET ON FORT oo ogni vcd bose ble be cle cinesedenat cic geetiee: 8 
Ed SSE Ee demand tll tte el a ae oe ae ee 159 
Serres te Poromaneet Governore... 66.5 hess s coe cecaceceeeesescceceecseccene 35 
Rs od ie Oke Meee i iiilakll a ee ee cee 16 
Citizenship and Immigration— 
SS SG een URE UR tele eee eee ee eee 191 
SES seal ie id REM ems balk € 6 Rie Oe a ea QE 
nL Lanna lie AERP! SRA i ie ae 2,136 
I Ne Er ec aitocan aeencks ccncns... cn, 2,494 
5,038 
IN NE) a ns i.e a ee 736 
ag Ae i i a ae 1,583 
External A ffairs— 
oe EES CE: Sy a ea 816 
SNM NRE EURO eo hii gh pis ins 4 hd -o  c si SEs x go oom oo ook oe 1, 294 
Pmeormesional Joint Commission. ... 1.2 5.5650660 6.66 dboooconbk bb 12 
(Other international COMMISSIONS... 2.00... occ cco e nooo we ec ceccccccee 15 
ME Es cocks oe ce ceeccn, 103 
2,240 
Finance— 
ON OO OUP it ine 0a a 264 
RaIRMET OIE CBT TORRY oe ou nc vnc ncaa ninsccsccccocecaceacnes 4,801 
WAPIMIMISURATADM OF VATIONS AGUS. .....<. +000 <cceccccscccaccecceccccccees 452 
(UT pe Re FER cep ee ee a i en re ere 31 
6,548 
Fisheries— 
Administration and general services*...............0ccecuccuceecuceucees 197 
pe Geo teats Chie aT a eee ae ree 1,473 
Sh ate pes 838 
2,508 
Forestry— 
memmaremmmntn) @crrinietntin”, ... Jc) .c loco codeslceccodccdeddeddcccbigs 188 
nnnNCnE MiPmceES LUPO, Bm re oes occ ssc 454 
Forest entomology and pathology branch* 572 
Forest products research branch*...............ccccecececececucececvcecs . a 


March 1962 


Employees Authorized Increase 
(Decrease) 
March 1961 
398 5 
4,139 66 
3,302 59 
1,132 (8) 
1,300 (49) 
10,301 78 
8 ron 
141 18 
31 4 
16 _ 
176 15 
211 6 
2,138 (2) 
2,347 147 
4,872 166 
692 44 
1,581 2 
786 30 
1,216 78 
12 — 
16 (1) 
59 44 
2,089 161 
479 (215) 
4,501 300 
429 23 
28 3 
5, 487 ii} 
199 (2) 
1,438 35 
830 8 
2,467 4l 
110 78 
449 5 
555 17 
187 i) 
1,801 109 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


Employees Authorized Increase 
sake (Decrease) 
March 1962 March 1961 
DEPARTMENTS (Continued) 
Governor General and Lieutenant Governorta ticiatesnsase manne eee 17 15 2 
Falterrarne™,...es Rk as Lene Ss Oe ge Oe Hipage Sabre BES Fe Realy eee ibe aie 110 110 — 
Justice— 
Doparbaietitiaie.s «+. u0sba on canes san npen ge eee eee eam Neen 429 402 27 
Panhentiaries™. «os. chs os das vo kos auras encle eae eeelere tere a tegan ree aa 2,858 2,630 228 
8,287 8,082 256 
Labour— 
Deparbineirt'y ya sino begga ash» 29 dies sn es nan ee eae aan Garon ease 648 626 22 
Unemployment Insurance Commission........-.+++eserer seer rete ee eeces 9,135 8, 632 503 © 
9,783 9, 258 595 7 | 
Legislation— | 
OL | ee ee Serer me ee Lerma te ee no oe ae 172 168 | 
Flouse of COnmiBiOns shen na sce aie tele > eee oe ee ae ele a eis ee 760 727 33% | 
Library of Parliament*...........06.e0cecr eee ee ec ee nee tenes tee eencees 55 55 — | 
987 950 | 
Mines and Technical Surveys— } 
A dendaate etre noir tr barat okies @ os Suen a2 PRIN be heve A Brett Ps BoA HA 9h 242 231 li 
Surveys and Mapping Branch*...........--.: sees seer eect teeter eens 2,118 2,071 42 
Geological Survey *..6.5 5 0.600 650 ogee eed Raa ohne een ee emeen ae vee 734 672 62 
Mines feraneli™:. fe sew aie a eek See so Se cee ies emi e eee enone ans 681 674 yi 
International Boundary Commission™...........6 6c e ee eee eens 29 29 — 
Tinmiimions ond BDard onus 5 base sie lee a Sees, voceu ese mus Sais Sods Someta 19 20 (1) 
Cit heels hes vok kc eeeb ccm eran k bow cries ne aie ve oe dake ee ee 340 310 30 
4,158 4,007 161 
National Defence (Civilian Staffs)— 
Departmental administration.............:.:csceee eee e cece e eens ee enees 661 670 (9) 
Inspection BerVIGOR j.i ii onege neice ska en ode bos ex = 6h eae ae arenes 1,409 1,409 —_ 
RovaliCansdian Navivis ccc: « iid. yn tatibs ws bo pa ae oe ee nee 11, 583 11,973 (390) 
CabAdiat att y, <2. tssamis Sete sick § Ghee Fas sors toe ole ere aa he ee 17,587 18,417 (830) 
Royali@anadian Air Fore6. ou... kk cane re tere deen cegmnstnne mre 13, 754 14, 022 (268) 
Defence research and development. .0.........0- 05.0 eee bee ctee ees ones 2,926 2,926 _ 
47, 920 49,417 (1,497) 
eal CAA oe eee 58 oe oo PERE eae ane ce eta ae 70 75 (5) 
National Health and Welfare— 
Denparhmental ad ministresion: «..i<'hce a. nue Oe yee ea ear eee 357 360 (3) 
Nation) Flanlih (rabel : 0 clogs sion lek tao bie) Un ae ea cman as 3,829 3,741 88 
Weltate Draneh-.. Ves Via 0 hadi hous Te ee eee ee 898 906 (8) 
lepers set ba 5, . ea Oe ee ee 171 159 12 
§, 255 5,166 89 
Natareial Bapenrol COUnGI euccscc.> . bi odebs : space e Rates Ee EON RRR rs ae ee 2,616 2,590 26 
National Revenue— 
Customs and! Bixcises Divison yc cig cts cicioss rors ons tomel etnias eae in ecto 8,445 8, 453 (8) 
Tatatiinieviaion® .§ sebe sca d ks barged sacar ee 7,878 8,034 (156) 
Tax Ages Board. ..: coke onive > ote mrss 2oees be Re Ee eee ee 20 17 
16,843 16,504 (161) 
Northern Affairs and National Resources— 
Diaper tinren tal SC ministration sous. ie toca Ra nec eka ae whey p seas e me oan ae 203 197 6 
Wational (Parics Branch ocr cies etc ee ein Serene 157 147 10 
National parks and histarac sites"... 2. a0: 1a Pedant eiendsn ein chee tasers 2,369 2,323 46 
Water Ressurces Branch ac.) iwetoboe cen tiwe eae he ee eee eee 251 248 3 
Northern Administration Branch*..)5/),.0.cccssessscsecssiees0 > stephens 702 666 36 
Yukon Terettory®,. cde eies vv cs oe ee es ee eerie a eae 57 57 = 
Northwest Territories and other field services*.............-202eeeeceees 516 464 52 
National Museum of Canada ..26c Box: 2 fxancuv ens meus gunerm aoe eee 113 110 3 
Canadian Government Travel! Bureau" si ccceneuerse sieves Orrer eerie 104 98 6 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


Employees Authorized Increase 


(Decrease) 
March 1962 March 1961 


DEPARTMENTS (Continued) 


Post Office— 
EPODNU SMITE BUIGINUNUTINION, 64 6 i5 Pd eeede fes2 802 F842 62008 he d4 0d hehe 338 339 (1) 
REM ore se eh ee ce T Ret eae raeur ed cfaetIsedesereteetzsecees 26, 823 25, 959 864 
ne gt ae |, en een Paes ye ee re 404 414 (10) 
27, 565 26,712 853 
ge pd a ee 197 169 28 
Public Archives and National Library— 
Re MR er hee sae. Piss Sosa Gio wk ML & ano vied wh cc wa 120 115 5 
Ps Se A i ee ee eS ee 48 43 5 
168 158 10 
ea ie 461 453 8 
Public Works— 
CE ad ey Oe ee 1,724 1,703 21 
Maintenance and operation of public buildings* 6,935 6, 894 41 
Harbours and rivers engineering service*...............00cccccuuccccccn. 609 617 (8) 
Development engineering service*.................0ccccccccccccccccccuce 152 149 3 
9, 420 9, 363 57 
Royal Canadian Mounted Police (Civilian Staff)...........0.0.000-c0c cee ee. 1,201 1,158 43 
Secretary of State— 
Perret eME a) CUCGINIEPAEION: 6.0.0 a coe vo oss chan dacswsecevssveaces 60 61 (1) 
cee yg be Tee Or er err 25 25 —- 
re aE RANE eo re Pn wig Sime wih wo 4d dele vin cds 52 52 — 
| ge Le a i i, a a 322 320 g 
eo EN elegy hen CS), i: 327 327 — 
786 785 1 
Trade and Commerce— 
Mente) ARTERITIS Cate oe hc vc Mle. as oid a Side v's Ow De Medaad 1,574 1,456 118 
PPOUtinom yarenn OF MtmUIstiCR ©) 5 sob eo Redd Fo oo oe bebe c crn e ee eee ewe 1,804 1,741 63 
Praeonninerey Oar Pek... ls. cc dh teste bate de ded dh dlvcedndneed teed 57 57 - 
8,486 8,254 181 
| 
_ Transport— 
) SPODOKG MOUNT BO TNINILIALION, «och h chee re ee dd hdd doce ev Power oes 632 578 54 
| INE eon eae ek RE cog ie ik, og 5s Beis Wk Seis Gk WS burn a ae oalde 482 481 1 
} UE oe a Te, ne A eo a ee ee ere 3,898 3,690 208 
OR Bea ola gg: ae 7 Z = 
a ee ee te, ian wat MAA ee A MA odor te tadecd beeoe kee: 9,742 9,325 417 
eae ee MOMNEE SIU tn ge cake ac ears beens tobe scsi eceenweelaeees 79 77 3 
onraolT cansport Conemissioners: oss ces onivnw'h Ae. Vie W on dona vad Fas 174 170 4 
| CRMs ommetninos Canin iviesiiniee.e tk be 26005. a Wal es ova. eect. 24 24 _— 
; 15,038 14,352 686 
| Veterans A ffairs— 
EES OSGDS Be... Sra, Soe 13, 110 13, 148 (38) 
{ PUMPIEATS POMMASEMS © OPINITIIMEION st... ss ac cc ln ee wc cee ccceciucncenns 387 404 (17) 
Soldier Settlement and Veterans Land Act.................-cceeeeeueeee 890 984 (94) 
| 14, 387 14,5386 (149) 
| Pe RETR icc ais ce Sin w'ad eh nubs Wesess vee vo xeceas 197, 331 195,310 2,021 
Mow CORPORATIONS (Note 3)— 
_ Atomic Energy of Canada Limited— 
ee a Ee es vs vw Sie wie bwin na.e dd vie woo eal 9 553 535 18 
| OEM TST ER rede Vis. x ub ioesisdeeteerrercerreerere TERS 1,138 1,099 39 
SSE Ss Spool CE es Se on ee eer ree! 1,045 1,214 (169) 
2,786 2,848 (112) 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


Employees Authorized Increase 


——__________—____———__| (Decrease) 
March 1962 ; March 1961 


CROWN CORPORATIONS (Continued) 


Canadian Arsenals Limited— 


alariod 0h ccs sci satsbBeleean ssc ge egy sa geen LAs Spree eee 976 1,076 (100) 
Hourly rate—productive........ cee ce eee eee e eee e eee e ence ere en een senees 787 916 (129) 
Hourly rate—non-productive....... cee ce eee eee e eee eee nce e eee cen reese 672 787 (115) 
2,485 2,779 (344) 
Canadian Broadcasting Corporation.......... 0s cece cere er eee eee e ne eeeeenees 7,828 7,504 324 
Canadian Commercial Corporation...........ee eee e eee e eee e eee e eee e nee ereees 69 60 9 
Canadian National Railways.........cceecee rere cece eee e ene en te eeneeneeees 94, 216 96, 621 (2,405) 
Canadian Overseas Telecommunication Corporation— 
Md rmnipieteAtive. Gc. . bs Rete oe co vote syats oe eee gereNeee Le ei Aree 92 85 7 
Operating ie ies ccacese be vewy yet ons sapaenea nw cnnmeta seul ame vinieh rm ee aieeu 323 304 19 
416 $89 26 
Canadian Patents and Development Limited............:ceeeeeseeeeeeeneees 4 4 _ 


Central Mortgage and Housing Corporation— 


Rea dlnrs ticic he cn ne vue ee sheen cables Sane se eee pee wea vee edt chee mee 1,977 1,854 123 
Contract and casual, 6s c2sds< oes cance uw osevetse mi emeneumer ens «ee sicnes' 93 37 56 
2,070 1,891 179 
Cornwall International Bridge Company Limited...............ceeeee en eeees 15 15 _ 
Crown Assets Disposal Corporation. .........cscccccccscccesscccsseccscccses 99 106 (7) 
Defence Construction (1951) Limited........... cc cece cece cece cece ee eeeee ence 441 392 49 
Widhrade "A vishion Limited wuss. sos lias eds cnc ehoeu an Maeonemt sys ed ee are 32 43 (11) 
Eldorado Mining and Refining Limited— 
Acrantrative. occ co haces k i awe os 0 Bee cee os ee a eke a eee 159 197 (38) 
Clomtatinee, cc occ 254 tn ps ae RRO aia eo nie aeRO ena 781 756 25 
Feat ee. oo. re ae co nk cos we Ke eee mee ee eee ees 43 55 (12) 
988 1,008 (25) 
Exports Credita Insurance Corporation. « «0:06 04 <s00j00 oun aeienses bane teens as 43 32 11 
Beary CPOE Re POT REION fe Bae is he ss BRAK Serene Ep eee 388 308 80 
he’ Wational athlenhelds Comimnission 4506. vce <a s ek cise Sean ya 23 _ 
National Capital Commission— 
Administentive, Enginesrngete., 20-002 ens aeen eee oats aoe wane 110 85 25 
Prevailing rate-—seasonal « isciec dd savin ian bene wea wh ese eph oe eaantls 287 290 (3) 
Construction employees for specific Works.........cseceeeecssccesccecces 172 178 (6) 
569 658 16 


National Harbours Board— 
Salaried—Permanent, seasonal and temporary............sccceeecceseecs 862 862 = 


Prevailing rate—Permanent, seasonal and temporary 1,485 1,407 78 
2,847 2,269 78 

Northern Canada Power Commission— 
Pal wna ses Se esse visa! 5. isp tek wa aa eae ee ee 37 36 1 
WUBI «0 i vnpnikdasnntitn xy Moc cauastiste aR shor ace ee eat ete a 150 167 (17) 
187 208 (16) 
Northern Ontario Pipe Line Crown Corporation..........ccecsccccecceeccees — 3 (3) 
Northern Transportation Company Limited..............ccceeccsccecceveees 38 42 (4) 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—C oncluded 


Employees Authorized Increase 


(Decrease) 
March 1962 


March 1961 


SROWN CORPORATIONS (Continued) 


Polymer Corporation Limited— 
Salaried 


Nene 20 P EO Ree Pauw eM Wak 20 owed Weigle cc ikadewhd ba caceng 958 932 26 
gb EE aa Se Sein Ea i 1,735 1,696 39 
| 2,693 2,628 65 
| The St. Lawrence Seaway Authority— 
mOmnininstrative and Hngingerinig........< csc. <-c-<seceeeeccceuesececcoeccs 250 297 (47) 
| a NEARER nA aN Sid ties gk a's sss ode dae Soe ow ok ook a od eV eve 667 645 22 
MM A ae Beer oe Ln on 32 FPR e es ov oe he os ook 575 654 (79) 
1,492 1,696 (104) 
' Trans-Canada Air Lines— 
On RN aes ry) ee eae a 1, 538 1,549 (11) 
Re SEMI eS cer iy Ck oe wna es ps be ecw. 10, 220 10,047 173 
11,758 11,596 162 
| Pears Mowarere © OM PONAS o0 5 8 oo os edo cd boc bad ccc olbenn 130,881 132,913 (2,032) 
ITHER INSTRUMENTALITIES (Note 3)— 
NE Ue ce ad eth i 980 993 (13) 
IM TN cd ue eee ce a Aor ee otic ome be eRe Gch 32 32 — 
RM MEER WE TENG FIORE Oy) cs ide x soya do vnly 6 010% da ders o.oo oa odwnccncdan, ee 619 687 (68) 
ST USS gala EE Ra oe 17 17 — 
Mundustrial Development Bank.............2...ccccccccccecccccuncecccccccce 427 279 148 
PIII CRIB ML ORISB a es 219.4%. eH Oy 095 Vi deok seis ene’ d dic vie Revdal eabhees 645 680 (35) 
need WPOGMGLIWIEY COUDCIN .. 25s <u cs ole mes ncn dice nes nvadeiewdlccececens 10 2 8 
Total, Other Instrumantalities...cc.c<s sé. occ secucucuceveccecccs 2,730 2,690 40 
| peo ae 
oTaL, DEPARTMENTS, CRowN CoRPORATIONS AND OTHER INSTRUMENTALITIES.... 330, 942 330, 913 29 


“OTES: 
| (1) The boards, commissions etc., shown separately under departmental headings, are those for which outlines are included 
/ in the publication ‘‘Organization of the Government of Canada’. 


_ (2) The numbers of employees shown for the departments are the approved Establishment figures appearing in the Details 
of the Estimates for 1961-62 and 1960-61. This does not take into account changes that may have been approved by 
Treasury Board during the year. Although seasonal, part-time and/or sessional employees are included, casual employees 
are not included (the numbers of man-years involved not being given in the Details of the Estimates in support of 
amounts provided). 


(8) The numbers of employees shown for Crown corporations and other instrumentalities are the “actual strength’’ figures. 
In the case of three Crown corporations, the following information is available with respect to establishments authorized 
by their executive boards: 


) March March Increase 

) 1962 1961 (Decrease) 

| Canadian Broadcasting Corporation...............2.2cecececcceucecucecs 8,109 7,822 287 

National Capital Commission— 

' Adiminiairative, Pngincering, @t6.........060000sdecescovcsweeveceese 113 90 23 
BEEN BOOM ool cai os os dav Gh wah vm cacda gh ba pawns 474 449 25 


ET NEES, A ee ae ae ae oe 2,744 2, 666 78 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financia] Administration Act. 


2. In accordance with the requirement of section 70 of the Act, a Report is now 
made to the House of Commons on the results of the audit examinations for the year 
ended March 31, 1963. Subsection (1) of the section reads: 


“The Auditor General shall report annually to the House of Commons the results of 
his examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) nly lia money was not duly accounted for and paid into the Consolidated Revenue 
und, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


— 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any person, 
or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons.”’ 


3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1963 and the Statement of Assets and Liabilities as at that date, prepared by the 
Department of Finance for inclusion in the Public Accounts, have been examined and 
certified by me as required by section 69 of the Financial Administration Act, subject 
to my comments in this Report. Copies of these financial statements are attached hereto 
as Exhibits 1 and 2. The “Summary of Appropriations, Expenditures and Unexpended 
Balances, by Departments” and the “Summary of Revenue, by Main Classifications 
and Departments”, both as included in the 1963 Public Accounts, have also been 
examined and certified and copies are attached as Exhibits 3 and 4. 


4, This Report includes explanatory notes, in paragraphs 17 to 33, regarding the 
‘major variations between the 1962-63 and 1961-62 expenditures. There is also submitted, 
as Appendix 2, a “Summary of Expenditure by Standard Objects” for the year ended 
March 31, 1963, with comparable figures for the preceding fiscal year. 


5. It will be noted from the Summary of Expenditure by Standard Objects 
(Appendix 2) that the two largest items of expenditure continue to be interest on the 
public debt and civil salaries and wages. Together they totalled $1,782 million and 
represented one-quarter of the total expenditure for the year. The first of these items, 
namely interest on the public debt, is the subject of a detailed appendix in the Public 
Accounts. With respect to civil salaries and wages and following the practice of the past 
several years, Appendix 3 to this Report gives a summarized listing showing the numbers 
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of employees authorized for the public service by departments, Crown corporations and 
other public snstrumentalities at the close of the fiscal year under review in comparison 
with the numbers at the close of the preceding year, prepared on the basis explained in 
the footnotes to the appendix. 


Standing Committee on Public Accounts 


6. This Standing Committee of the House of Commons last examined my whole 
Report in 1961 when it held 22 meetings between February 22 and June 30, 1961. At 
these meetings the Committee examined my Report to the House for the fiscal year 
ended March 31, 1960 which had been tabled on January 16, 1961. The final report 
of the Committee was submitted to the House on July 1, 1961 and contained 35 
recommendations for improvements in various areas of government operation. 

My Report for the fiscal year ended March 31, 1961 was tabled on January 31, 1962. 
The Public Accounts Committee, however, was not convened during the then session 
of Parliament. 

At the following session the Committee was convened and my 1961 Report referred 
to it by the House. The Committee held its first meeting on December 13, 1962. In 
accordance with past practice, I was asked to submit a follow-up report on action taken 
on the 35 recommendations contained in its report to the House on July 1, 1961. In 
submitting this to the members of the Committee, I was able to report that in 24 of 
the Committee’s 35 recommendations, action had been taken by the departments and 
agencies concerned which I felt the Committee might consider appropriate in the 
circumstances. 

My Report for the fiscal year ended March 31, 1962 was tabled on January 21, 1963 
and referred to the Committee on January 23rd. At the request of the House, the 
Committee met on January 29th to consider two of the matters dealt with in that 
Report, namely the refusal of access to certain income tax files and my difficulties in 
recruiting Audit Office staff under existing governmental recruitment procedures. These 
matters were considered by the Committee further on February 1 and February 5, 1963, 
following which the Committee submitted its report thereon. This ended the Committee’s 
work as Parliament was dissolved on February 6, 1963. 

Consequently, neither my 1961 nor 1962 Report (except for the two matters referred 
to above) has yet been examined by the Public Accounts Committee. However, on 
October 29, 1963 my 1962 Report was referred by the House to the reconstituted 
Committee, which resumed sittings on November 8, 1963 and is currently in session. 


Scope of the Audit 


7. Examinations of the departmental accounts for the year ended March 31, 1963 
were made in conformity with section 67 of the Financial Administration Act which reads: 
“The Auditor General shall examine in such manner as he may deem necessary the 


accounts relating to the Consolidated Revenue Fund and to public property and shall ascer- 
tain whether in his opinion 
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(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for 
are sufficient to secure an effective check on th 
cation of the revenue, 


, and the rules and procedures applied 
© assessment, collection and proper allo- 


(c) money has been expended for the purposes for which it Was appropriated by Parliament 
and the expenditures have been made as authorized, and . 


(d) essential records are maintained and the rules and procedures applied are sufficient to 
safeguard and control public property.” 


In my Report to the House of Commons for the fiscal year ended March 31, 1962 
I stated that it had not been possible to carry forward the comprehensive audit approach 
to the extent outlined to the House in my 1960 Report and to the Publie Accounts 
Committee both in 1960 and 1961, for the reason that I continued to be unable, under 
existing governmental recruitment procedures, to obtain the full staff approved for my 
Office by the Treasury Board. 

The same unsatisfactory situation continued throughout the fiscal year under 
review. Our examinations are conducted on a test basis, the extent of the tests varying 
according to the nature of the transactions and the effectiveness of internal controls. The 
extent to which these test examinations had to be limited by recruitment difficulties 
continued to be a matter of serious concern, As I stated in my Report last year, there 
are altogether too many instances where staff shortages result in the Audit Office 
being unable to carry out its test examinations with sufficient frequency or in sufficient 
depth to achieve even the minimum standard required by modern accepted auditing 
practice. 

The Public Accounts Committee has had this problem under examination since 1960 
and has recommended that appropriate steps be taken to authorize the Auditor General 
to recruit and manage his own staff. In its Second Report 1963 tabled in the House of 
Commons on February 5, 1963 the Committee rendered the following opinion: 

“The Committee on two previous occasions has recommended that immediate attention 


be given to the problem of recruitment of staff by the Auditor General and sees no reason 
at the present time to alter its recommendations made in two previous years. 


“The Committee gave consideration to section 65 of the Financial Administration Act 
and to section 74 of the Civil Service Act. 


“The Committee is of the opinion that consideration be given to amending section 65 
of the Financial Administration Act so as to authorize that the Auditor General recruit 
and manage his own staff with the approval of the Treasury Board and that in the mean- 
time the Civil Service Commission should immediately reconsider its position with respect 
to section 74 of the Civil Service Act, since the Committee is convinced that the special 
character of the Auditor General’s work requires that this be done.” 


As no action had been taken by the Executive to implement the recommendation 

‘in whole or in part by the time the reconstituted Committee opened its 1963 meetings 

on November 8th, the Committee asked the Auditor General and the Chairman of the 

es Service Commission to explore the problem further and report back to the 
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Committee on November 22, 1963. On that date they jointly advised the Committee 
as follows: 


1. The Auditor General and the Civil Service Commission have reached agreement on the 
steps to be taken to achieve the objectives of the Auditor General in the area of 
recruitment, selection and negotiation with candidates for positions in his Office. 
While giving the Auditor General freedom to recruit staff, these steps contemplate 
adherence to the basic personnel policies and standards sought for the Canadian public 
service by the Civil Service Commission, and the Auditor General has accepted the 


responsibility to see that this is maintained through the medium of effective liaison. 


2. In order to facilitate the achievement of these objectives, the Civil Service Commission 
is seconding a senior employee from its staff to the staff of the Auditor General to 
handle his staff and administrative matters. 


I believe that, following implementation of this arrangement, the Audit Office will 
be in a position to improve the scope of its work in a satisfactory manner. The staff 
shortage which has existed has, of course, continued to limit the scope of work during 
the now current 1963-64 fiscal year. However, I look forward to being able to report 
progress in this regard with respect to the fiscal year 1964-60. 

Subject to the limitations in the scope of our work, referred to above, our examina- 
tions were made in accordance with generally accepted auditing standards and continued 
to include a general review of the accounting procedures and systems of internal control 
together with such tests of the accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

The attention of responsible administrative and accounting officers was directed to 
transactions which, in the Audit Office view, were not in harmony with annual parlia- 
mentary appropriations or continuing statutory financial directions, or which lacked 
conformity with executive orders or regulations. 

Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those listed in paragraph 133 whose 
accounts were subject to examination by other auditors. 

The accounts relating to the receipts and disbursements of the Audit Office were 
examined by an officer of the public service nominated for the purpose by the Treasury 
Board, as required by section 75 of the Financial Administration Act. 

During the course of their work, members of the staff of the Audit Office were given 
full access to all vouchers, records and files of the various departments, Crown corpora- 
tions and other agencies. In addition, they were readily provided with all supplementary 
information and explanations required. I take pleasure in expressing my appreciation 
for the co-operation thus extended by departmental and Treasury officers and by the 
administrative and accounting officers of Crown corporations and other agencies. 

The Audit Office has addressed detailed reports to the executive boards of Crown 
corporations and other agencies covering the results of its examinations during the past 
year. These reports give a broad summary of the results of operations for the financial 
year in comparison with previous years, and make comments and offer suggestions 
regarding weaknesses in internal control and other matters noted during the course 
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of the audit. Where matters dealt with in these reports were considered to be of interest 
to the House of Commons, references are made in the relevant sections of this Report. 


Internal Control 


8. In previous Reports I have pointed out how, in the operations of a government 
department, Crown corporation or other agency, effective internal control, whether in 
the fields of management, finance or accounting, is of prime importance, not only to the 
managements concerned in the discharge of their responsibilities, but to the external 
auditor in planning the scope of his own work. The fundamental principles underlying 
this have been dealt with at length by the Royal Commission on Government Organiza- 
tion in Volume 1 of its Reports published on September 6, 1962, and I have been glad 
to note the increasing interest in and recognition of these principles by the responsible 
officials of our public service. 

From the point of view of internal control, the three basic requirements of any 
organization are accurate costs, adequate periodic financial statements and an appropriate 
internal audit. The need for accurate costs has been partly recognized by the Department 
of Finance in arranging for the estimating of the annual costs of certain major common 
services, by departments, and showing these costs in summary memorandum form at the 
beginning of the several departmental sections, commencing with the Revised Estimates 
for 1962-63 and now continued in the 1963-64 Estimates Book. However, while showing 
the approximate value of major services to be received by a department from other 
departments in this manner does provide useful information, it continues to have the 
disadvantage of relating the amounts only to the department as a whole, instead of to 
individual appropriations relating to the various work areas or functions. I hope, however, 
now that a start has been made, that steps will be taken as soon as practicable to provide 
for all significant cost factors in the individual appropriations and thus include the actual 
costs of the various programs or projects in accounts of the responsible departments, 
because the departments benefiting from services provided by other departments cannot 
be expected to be conscious of costs for which they are in fact responsible unless they are 
charged with them and have to pay them out of their own appropriations. In my opinion 
this further step could be achieved without the introduction of any complex accounting 
procedures. 

For the past several years I have referred to the need for wider use of effective 
periodic financial statements for the study and control of costs by government depart- 
ments and other agencies so that actual performance can be measured against either 
budget projections based on parliamentary appropriations or actual performance in a 
comparable prior period, or both. The importance of this was stressed last year by the 
Royal Commission on Government Organization which recommended that “departments 
and agencies adopt modern management reporting techniques”. As part of its comprehen- 
Sive audit approach, the Audit Office has sought to assist departments, Crown corpora- 
tions and other agencies in developing effective periodic financial statements. : 

As a matter of generally accepted auditing practice, the Auditor General, in the 
discharge of his statutory responsibilities, must have regard at all times for the 
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effectiveness of accounting organizations and systems, internal control and audit, including 
pre-audit, and the related administrative practices of departments, Crown corporations 
and other agencies. Internal auditing is an integral part of a department’s system of 
management control. Its effectiveness is recognized in determining the scope of the 
external audit, and where the internal auditor’s work is efficiently carried out, the 
amount of work to be performed by the external auditor can frequently be substantially 
curtailed. Consequently, the Auditor General is interested in the degree of management’s 
acceptance of reported findings and recommendations of its internal auditor and in the 
action taken. In previous Reports I have pointed out that while many of the larger 
departments and Crown corporations maintain their own internal auditing staffs, a 
number have not taken steps along these lines even where the circumstances appear to 
justify it. On the other hand, we find that some internal auditing units are over-staffed 
and tend to duplicate the work of other groups. In the related field of pre-auditing, 
staffs are larger and methods more elaborate than modern practice requires. 

The solution to these problems does not lie in engaging more staff but in making 
more effective use of the staffs presently engaged in internal auditing, including pre-audit 
work, coupled with a freer exchange of ideas among the various departments, Crown 
corporations and other agencies on internal auditing procedures, techniques and program- 
ming. At the same time, recognition should be given to the fact that internal auditing is 
first and foremost a management tool to ensure good performance, and therefore it 
should as far as is practicable be carried out under the direction of top management by 
staff experienced in the techniques and requirements of the particular organization if it 
is to be effective. 


Form and Content of the Estimates 


9. The importance of the Estimates of proposed spending being prepared and 
presented to the House of Commons in the simplest and clearest manner possible must 
be recognized if Parliament is to be in a position to give them the close study and 
consideration they deserve. The form of the Estimates is likewise important from the 
accounting point of view because it determines in large measure how the subsequent 
accounting for expenditure is maintained and reported upon in the Public Accounts. 
Both the form and content are important to the Auditor General because of his 
responsibilities to Parliament. 

The Public Accounts Committee in its Fourth Report 1961, while indicating its 
approval of certain improvements proposed at that time by the Treasury Board staff, 
recognized that there were other possible changes in the form of the Estimates, some 
of them of a fundamental nature, and recommended that these be considered early in 
1962. Consideration was, however, postponed by the Treasury Board staff pending the 
publication of the Reports of the Royal Commission on Government Organization, in 
Volume 1 of which the Commissioners dealt at length with and made a number of 
important recommendations concerning prevailing Estimates procedures. 

On September 30, 1963 the Secretary of the Treasury Board furnished me with a 
copy of a report which, at the direction of the Chairman of the Treasury Board, he had 
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addressed to the Chairman of the Public Accounts Committee for attention when the 
Committee was convened and a chairman appointed. This report outlined changes in 
the number and nature of votes in the annual Estimates designed to reduce the number 
of items by consolidation of existing ones. The report states that the Treasury Board 
hopes to introduce these changes into the Main Estimates for 1964-65. These changes 


Since 1960 I have recommended that consideration be given to the form of the 
Estimates presentation with a view to providing more meaningful information, and 
since the four examples I gave in my 1960 Report are stil] pertinent, I now repeat them: 

(a) comparing the amounts estimated for the ensuing year directly with the anticipated 


actual expenditure for the current year, as well as with the amounts that had been 
estimated for the current year: 


(6) giving the estimated amounts in three columns: estimated expenditure (gross); esti- 
mated revenue; and net requirements to be voted (thus giving Parliament an oppor- 
tunity to consider the sufficiency of receipts for services rendered in relation to the 
costs incurred) ; 


(c) including both operating and capital budgets of Crown corporations, even where funds 
will be forthcoming in full from corporate resources (thus giving Parliament an 
opportunity to consider broad policies associated with their operations) ; and 


(d) including appropriate explanations in all cases where expenditures proposed for the year 
involve commitments for future years. 


It is of interest to note that the Royal Commission on Government Organization, 
in its report referred to above, also made recommendations along these lines. 


Form and Content of the Public Accounts 


10. In previous Reports I have expressed the view that as the Public Accounts is in 
effect Canada’s annual financial report to its shareholders—the general public—it should 
conform to the highest standards of financial reporting in the country and accordingly 
be presented in a clear and concise manner without being encumbered with unnecessary 
detail. | 

Although attention was given to this problem by the Public Accounts Committee 
in its Second Report 1961, I remain of the opinion that further consideration should 
be given towards summarizing or otherwise reducing the number of detailed listings 
presently included in the Public Accounts. On the other hand, as mentioned in previous 
Reports, additional important information should, I believe, be disclosed in the Public 
Accounts. Examples of this are to be found in paragraph 123 suggesting a more informa- 
tive disclosure of accounts receivable due to the Receiver General, and in paragraph 169 
Suggesting the inclusion of financial statements of departmental operating activities. 

In my Report last year (paragraph 93) I suggested that explanatory statements 
be given for revenue remissions in the Public Accounts. As more particularly mentioned 
in paragraph 75 herein, it is gratifying to note that this suggestion has now been adopted 
in the Public Accounts for the year under review (pages 37.2 to 37.7). 
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Findings of Royal Commission on Government Organization 


11. If administrative action has caused or contributed to waste of public money, it 
is the duty of the Auditor General to report such instances as he considers should be 
brought to the notice of the House of Commons. While some instances come to his 
attention directly during the course of his audit work, others are indirectly brought to 
light by action on the part of the administration itself in the course of examining its own 
operations as, for example, through the medium of the internal audit function where 
this exists in the various departments, Crown corporations and other agencies. Such 
cases are always the subject of close study by the Auditor General because of his 
responsibilities to Parliament. 

By the same token, it is the duty of the Auditor General to study reports prepared 
by or for the managements of departments and agencies directed toward the saving of 
public money by the elimination of wasteful practices and unnecessary or uneconomical 
operations. To the extent that such reports correctly indicate where and how savings 
can be made, the Auditor General has a responsibility to Parliament to follow through 
and ascertain what action has been or will be taken toward achieving such savings, or 
‘f no action is to be taken, to enquire why. 

The past year has seen final publication by the Royal Commission on Government 
Organization of five volumes containing 24 reports on its examination of the organization 
and methods of operation of the departments and agencies of the Government of Canada. 
These reports, which have been the subject of widespread publicity, contain several 
hundred recommendations many of which deal directly or indirectly with areas in which 
public funds might be saved or better value obtained for money spent. The reports and 
the recommendations they contain are the subject of continuing study by a government 
office specifically created for the purpose, namely, the Bureau of Government Organiza- 
tion which is responsible to the President of the Privy Council. The Bureau is engaged 
in assessing the practicability of the various recommendations and in co-ordinating 
efforts by the managements concerned toward remedying the situations disclosed. It is 
essential that all of the Commissioners’ findings be thoroughly reviewed and discussed 
with the responsible officials in this way before final solutions can be developed and 
decisions taken to implement the recommendations in whole or in part, or not at all. 
On November 5, 1963 the President of the Privy Council tabled in the House of 
Commons a listing of 68 of the Commissioners’ recommendations which the government 
has approved to date and in respect of which implementation is proceeding. 

The real value of a report of this type to top management lies in the accuracy of 
the fact-finding and the manner in which the consultant assesses and presents these 
facts in diagnosing the situation under review. Recommendations he may make toward 
remedying undesirable features of such situations are important but the decision as to 
the extent such recommendations are to be implemented is the responsibility of the 
management. 


It is not my intention to express views at this time on any of the individual 
recommendations. With regard to the Commissioners’ findings, however, I believe it to be 
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of considerable importance that those relating to outdated procedures, uneconomical 
operations and wasteful practices be effectively dealt with not only in the interest of 
improving efficiency but because of the substantial savings of public funds which 
could result. 

I shall consider it to be my responsibility to follow through on the action taken 
on such findings of the Royal Commission on Government Organization and to report 
thereon to the House of Commons. 


Summary of Expenditure and Revenue 


12. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1963, prepared by the Department of Finance for inclusion in the Public Accounts and 
certified by the Auditor General as required by section 64 of the Financial Administration 
Act, is reproduced as Exhibit 1 to this Report. The statement shows a deficit of $692 
million for the year, in comparison with a deficit of $791 million for the preceding year. 


Expenditure 


13. The Summary of Appropriations, Expenditures and Unexpended Balances, by 
Departments, for the year ended March 31, 1963, as published in the Public Accounts, 
is reproduced as Exhibit 3 to this Report and shows appropriations of $6,690 million, 
expenditure of $6,570 million and unexpended balances of $120 million. 


14. Of the $6,690 million of appropriations available for expenditure in the year, 
$2,588 million was provided by continuing statutory authorities and $4,063 million was 
granted by Appropriation Acts (Nos. 3, 5, 6, 7 and 8 of 1962 and the Special Appropria- 
tion Act, 1963) while $39 million remained available from continuing 1961-62 appropria- 
tions (Votes 614 and 662). 

Of the $6,570 million of expenditure during the year, $2,588 million (39%) was 
incurred under the continuing statutory authorities, with $3,982 million (61%) being 
spent under the authority of the appropriations granted for the year. 

Of the $120 million of unexpended balances at the end of the year, $93 million 
lapsed in compliance with section 35 of the Financial Administration Act and $27 
million of the Department of Labour Vote 32a remained available for expenditure in 
1963-64 because of the special wording in the appropriation, which is as follows: 


“Payments in accordance with terms and conditions approved by the Governor in 
Council to Provinces and in respect of Indian Bands under the Municipal Winter Works 
Incentive Program during the 1962-63 and 1963-64 fiscal years of amounts not exceeding 
one-half of the cost of labour incurred in the period from the 15th day of October, 1962 
to such day in the fiscal year 1963-64 as may be determined by the Governor in Council ; 
and to authorize payments in those fiscal years to Provinces in respect of previous Municipal 
Winter Works Incentive Programs in accordance with terms and conditions approved by 


the Governor in Council—$30,000,000.” 
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The date determined by the Governor in Council in accordance with this provision was 
May 31, 1963. 


15. In considering the total of $93 million for lapsed balances at the close of the 
fiscal year (lapsed balances totalled $247 million at the close of the preceding year ) 
st should be kept in mind that Parliament had not, up to the time of its dissolution on 
February 6, 1963, approved the Main or Supplementary Estimates for the year and 
the financing of expenditure was therefore by means of interim supply during the first 
ten months of the year and Governor General’s special warrants during the last two 
months of the year. The amount of $93 million largely represents the extent to which 
provision was made by the special warrants beyond what proved to be required to make 
“payments urgently required for the public good”. Comments regarding the procedure 
followed in determining the amounts provided by the special warrants are made in 
paragraph 45 of this Report. 


16. The following table summarizes the expenditure, by departments, for the fiscal 
year 1962-63, in comparison with the corresponding amounts for the two previous years: 


1960-61 1961-62 1962-63 

Aericulture’ oo Pencen os See seen eee $ 264,915,000 $ 286,684,000 $ 234,827,000 
Canadian Broadcasting Corporation ...... 66,766,000 78,161,000 80,816,000 
Citizenship and Immigration .........+..-- 61,049,000 65,016,000 66,237,000 
Mixternal “Affaita.. foe. cet eae he ee ge 103,023,000 95,571,000 85,197,000 
Hirianiee (5 . fk. See EIS, 1,460,027 ,000 1,511,953,000 1,355,080,000 
Labour ..<¢itassed eh 4h; eee eee cat ae 121,336,000 168,885,000 348,236,000 
Mines and Technical Surveys ..........-- 59,120,000 67,599,000 71,130,000 
National. Defence, ems teicas se odes setae oe 1,517,531,000 1,626,104,000 1,574,854,000 
National Health and Welfare ............ 887,147,000 1,040,276,000 1,123,421,000 
National «Revenues |e... sane on aes oes 73,261,000 75,330,000 78,608,000 
Northern Affairs and National Resources .. 71,613,000 79,367,000 87,564,000 
Post. (ince: aes fe act ras on ee arite soe sa sme 178,372,000 185,003,000 189,344,000 
Public. Works) sbi cde cove ienenina ete <5 200,892,000 188,813,000 171,385,000 
Royal Canadian Mounted Police ........ 56,023,000 60,497,000 65,424,000 
Tredéand: commerce!) ns. «cl tcees < poee ites 24,447,000 42,447,000 30,365,000 
"TYRUSPOrL . cdpvmnes cede ent the ceemeee “Be 336,447,000 410,391,000 416,019,000 
Weteeane Affaire so. vas vee ces cee eee 292,298,000 333,223,000 335,602,000 
Other departments 


sha ier gen ses ele Sale eee 183,834,000 205,326,000 256,233,000 


$ 5,958,101,000 $ 6,520,646,000 $ 6,570,342,000 


Comments are made in the following paragraphs regarding the significant increases 
or decreases in individual appropriations or groups of appropriations which mainly 


accounted for the variations between the departmental expenditure totals listed above 
for 1961-62 and 1962-63. 


17. Agriculture. The decrease of $52 million or 18% in expenditure by this 
Department in 1962-63 in comparison with the preceding year was more than accounted 
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for by decreases of $40 million—from $47 million to $7 million—in the deficit of the 
Prairie Farm Emergency Fund (see paragraph 46), $40 million in payments to western 
grain producers (there being payments of only $139,000 in 1962-63) and $14 million in 
assistance payments on storage costs of grain. However, these reductions in the Depart- 
ment’s expenditures were partly offset by an increase of $50 million—from $22 million 


to $72 million—in the net operating loss of the Agricultural Stabilization Board, mainly 
due to payments for the stabilization of the price of butter. 


18. Canadian Broadcasting Corporation. The appropriations providing for grants 
to this Corporation were charged $81 million during the year, an increase of $3 million 
or 3.3% over 1961-62. The increase was due to the higher net operating requirements 
of the radio and television services which amounted to approximately $73 million in 
1962-63 compared with $70 million in the preceding year. 


19. External Affairs. The decrease of $10 million or 11% in this expenditure was 
more than accounted for by a reduction of $8 million (17%) in contributions to the 
Colombo Plan Fund, and to there being no expenditure in the year comparable to the 
$6 million outlay in 1961-62 for the United Nations Congo Ad Hoe Account. On the 
other hand, there were increases of $2 million in the cost of representation abroad and 
$1.5 million in direct assistance to other countries. 


20. Finance. The 1962-63 expenditure of $1,355 million by this Department was 
$157 million or 10% less than the total spent in the preceding year. There was a 
significant decrease of $261 million—from $503 million to $242 million—due to the 
termination of payments under the Federal-Provincial Tax-Sharing Arrangements Act, 
1956, c. 29 (under the Federal-Provincial Fiscal Arrangements Act, 1960-61, c. 58, 
payments of $368 million were made to the provinces with effect from April 1, 1962 out 
of a special account to which are credited provincial taxes collected on behalf of the 
provinces). The decrease of $261 million was partly offset by increases of $79 million 
(10%) in interest on the public debt, $10 million in premium, discount and exchange 
expense (a credit in 1961-62) and $7 million (36%) in grants to universities. 


21. Labour. Expenditure by this Department increased by $179 million or 106% 
over the preceding year, largely accounted for by payments to the provinces to provide 
financial assistance for vocational and technical schools and training programs increasing 
by $172 million—from $36 million to $208 million. 


22. Mines and Technical Surveys. The increase of $4 million or 5% in this expendi- 
ture in 1962-63 was largely due to an increase of $3 million (22%) in outlays under the 
Emergency Gold Mining Assistance Act, R.S., ¢.95. 


23. National Defence. The expenditure of $1,575 million in 1962-63 by this Depart- 
ment was $51 million or 3% less than in the preceding year due to a reduction of $67 
million (9%) in expenditure of the Royal Canadian Air Force, partly offset by an 
increase of $14 million—from $11 million to $25 million—in Mutual Aid to NATO 


- countries. Expenditures of the other Services were approximately the same as in 1961-62. 
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24. National Health and Welfare. The expenditure of $1,123 million represented 
an increase of $83 million or 8% in 1962-63 compared with the preceding year and was 
largely accounted for by increases of $53 million (19%) in the Government’s contribu- 
tions under the Hospital Insurance and Diagnostic Services Act, $11 million (2%) in 
family allowance payments and $7 million (24%) in old age assistance. 


95. National Revenue. Of the $3.3 million or 4.4% increase in expenditure recorded 
for this Department in 1962-63, $0.7 million (1.7%) was in the Customs and Excise 
Division and $2.6 million (7.3%) in the Taxation Division, due to general increases in 
administrative costs in both Divisions. 


26. Northern Affairs and National Resources. Expenditure by this Department 
increased by $8 million or 10% in comparison with 1961-62. The most significant change 
was in the Northern Administration Branch where expenditure was up $10 million— 
from $32 million to $42 million. Expenditure by the Water Resources Branch was up 
$3 million, more than doubling the amount spent by this Branch in the preceding year. 
These increases were partly offset by decreases of $3 million (10%) in the amount spent 
by the National Parks Branch and of $2 million (14%) in contributions to provinces to 
assist in the development of roads leading to resources. 


27. Post Office. This expenditure increased by $4 million or 2% in the year, due 
mainly to general increases in the cost of operations. 


28. Public Works. The decrease of $17 million or 9% in expenditure by this Depart- 
ment compared with the preceding year was mainly accounted for by a reduction of $9 
million (21%) in outlays connected with the construction of the Trans-Canada Highway 
and one of $6 million (18%) in harbours and rivers engineering services. 


29. Royal Canadian Mounted Police. Expenditure incurred by the Force increased 
by $5 million or 8% during 1962-63 mainly in the cost of operation and maintenance of 
the Land, Air and Training Divisions. 


30. Trade and Commerce. Expenditure by this Department decreased by $12 million 
or 28% during the year under review due primarily to the decrease of $11 million in 
outlays by the Dominion Bureau of Statistics—from $12 million to $1 million—in respect 
of the 1961 Decennial Census of Canada. 


31. Transport. Although the expenditure of $416 million by this Department in 
1962-63 represented an increase of only $6 million or 1.4% over the preceding year, there 
were significant changes in several individual expenditure classifications. There were 
increases of $20 million—from $2 million to $22 million—in capital subsidies for the 
construction of commercial and fishing vessels, $12 million (42%) for railway and steam- 
ship services, and $9 million (18%) for marine services. Largely offsetting these increases 
were reductions in the deficits of the Canadian National Railways and Trans-Canada 
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Air Lines of $18 million (27%) and $3 million (45%) respectively, and a decrease of $13 
million (9%) in air services, together with a decrease of $3 million (3%) in outlays by 
the Board of Transport Commissioners. 


32. Veterans Affairs. An increase of $8 million (9%) in war veterans allowances and 
other benefits was largely offset by minor decreases in other items of expenditure classi- 
fication resulting in the over-all expenditure of $336 million by this Department being 
only $2 million or 0.7% more than in the preceding year. 


33. Other departments. The increase of $51 million in the amount shown for “other 
departments” in the table in paragraph 16 was due largely to the $25 million write-off 
in 1962-63 of the undepreciated capital cost of the NRU reactor of Atomic Energy of 
Canada Limited and the $11 million expenditure by the Office of the Chief Electoral 
Officer for the general election in June 1962. 


Revenue 


34. The Summary of Revenue, by Main Classifications and Departments, for the 
year ended March 31, 1963, prepared by the Department of Finance for inclusion in the 
Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 to this 
Report. The summary shows tax revenues accounting for $5,237 million of the total 
revenue of $5,879 million. 


35. The following table summarizes the revenue, by principal sources, for the past 
three years: 


1960-61 1961-62 1962-63 
Tax revenues: 
OPOORIEL VION. GAK. ©), otis e es as vice vies $ 1,711,160,000 $ 1,792,656,000  $ 1,744,626,000 
Corporation income tax ............... 1,276,629,000 1,202,054,000 1,182,837,000 
Income tax on dividends, interest, etc., 

RE ns tid oar. Cure dino visas wre: | rhs ohi,4 88,174,000 112,306,000 129,137,000 
Re ee ose sel ar nee decent 720,617,000 759,678,000 805,971,000 
re 290,658,000 262,526,000 260,378,000 
Cjameorin ties | ATS be cd ease eee 498,698,000 534,516,000 644,992,000 
PRRMMMMRERI TT oO. Deans cadbes tenses 344,945,000 362,799,000 381,866,000 
RON Aaa, ecds st casecVedccers ces 84,879,000 84,579,000 87,143,000 
CPGEE PE TO VONTIOS. once ci cccccsoesscess 17,000 51,000 27,000 

6,015,777 ,000 6,111,165,000 236,977 000 

Non-tax revenues: 
Return on investments ............+++- 283,769,000 307,502,000 311,861,000 
Cg ee ee 173,594,000 183,679,000 192,772,000 
Other non-tax revenueS .........e+++e+- 144,540,000 127,278,000 137,099,000 
601 903,000 618,459,000 641,732,000 


$ 5,617,680,000 


$ 5,729,624,000 


$ 5,878,709,000 
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36. The amounts shown for income taxes and sales tax do not include collections 
of taxes levied under the Old Age Security Act, R.S., ¢.200. These collections, which 
amounted to $691,139,000 in the year, were credited to the Old Age Security Fund. A 
summary of the transactions relating to this Fund during the year, in comparison with 
the corresponding amounts for the two previous years, is given in paragraph 106. 


37. Excise tares. The following is a summary of the excise taxes, other than sales 
tax, collected during the year ended March 31, 1963, with comparable amounts for the 
two previous years: 


1960-61 1961-62 1962-63 

Cigarettes » «.20% . ssn ss coh ieee tes eet HS $ 172,197,000 $ 185,176,000 $ 195,313,000 
Manufactured; tobacco. .i3 we baess owes oh ors 18,697,000 19,599,000 19,123,000 
Toilet articles and preparations ................ 8,406,000 9,397,000 10,142,000 
Television. sets and tubes..4 254. fate we eke 8,466,000 9,570,000 10,059,000 
Phonographs, radios and tubes ............eee0s 7,460,000 8,853,000 9,875,000 
Jewellery, clocks, watches, chinaware, etc. 5,943,000 5,577,000 5,793,000 
Wines >? <1 ec hee ee ek a a Oe as See oe 3,224,000 3,350,000 3,727,000 
Cigare ..cicn Sen cey Rae Oak an es See: 2,755,000 2,775,000 3,372,000 
Sundry excise taxes 24.0 5 de... h cee oe a wees 4,212,000 3,943,000 3,350,000 
PEO MMOOIES) caine ck ae oon os ete state Cutie scrapes 59,627,000 25,270,000 
Refundst and ‘drawbacks’ . 2. Soin tiaterecioes teen — 329,000 — 10,984,000 — 376,000 

$ 290,658,000 $ 262,526,000 $ 260,378,000 


The reduction of $34 million in 1961-62 in collections of excise tax on automobile sales, 
and the elimination of such collections in 1962-63, resulted from the repeal of the tax 
effective June 21, 1961. The repeal of this tax, which was accompanied by remission of 
the tax on automobiles in the hands of dealers, also resulted in the large amount of 
refunds and drawbacks in 1961-62. 


38. Customs duties. The increase of $110 million in customs duties in 1962-63, in 
comparison with the preceding year, was largely due to the collections under the Surcharge 
on Imports Order of June 24, 1962, by means of which customs duties on various classes 
of imports were increased by 5%, 10% or 15% ad valorem, and which remained in effect, 
with modifications, during the balance of the fiscal year. 


39. Excise duties. A listing of the excise duties collected during the year ended 
March 31, 1963, in comparison with the corresponding amounts for the two previous 
years, is given in the following table: 


1960-61 1961-62 1962-63 
parattar® wre 2 eee oh Oe eee $ 140,365,000 $ 151,034,000 $ 157,049,000 
PRIVEE Foes eva Babee unas &. ee Ni tinh) eee a 108,502,000 114,088,000 122,099,000 
bE eR rer rere MPN oy UR demerine een: ON td. os anh ts 90,971,000 92,716,000 98,147,000 
Spier” @xcina. tutes fo. eons. ccs cee ons car as 9,328,000 9,521,000 9,463,000 
matinds and drawbacks: <3... ete ee ee — 4,221,000 —4,560,000 —4,892,000 
$ 344,945,000 $ 362,799,000 $ 381,866,000 


AUDITOR GENERAL’S REPORT 15 


40. Return on investments. The following is a listing of the revenue from the various 


investments in 1962-63, along with the comparable figures for the two previous fiscal 
years: 


1960-61 1961-62 1962-63 

TS NS 0 ee $ 90,175,000 $ 107,693,000 $ 96,680,000 
Central Mortgage and Housing Corporation .... 59,576,000 71,754,000 79,925,000 
Sosetee Fur ACen ee Oe eo) 32,536,000 32,606,000 35,227 000 
Loans to National Governments ................ 30,280,000 29,485,000 28,145,000 
Deposits with chartered banks ................ 6,645,000 6,394,000 14,395,000 
Securities Investment Account ................ 5,063,000 15,068,000 12,351,000 
warm Oredie’ Corporation ‘20.2500... 00.00. 4,127,000 5,962,000 8,482,000 
W Sterames Inga Act loans lisse, 65. isleie!. occ... 5,212,000 5,895,000 6,549,000 
Northern Ontario Pipe Line Crown Corporation 4,299,000 4,310,000 4,087,000 
Canadian National Railways ................... 4,982,000 1,452,000 3,824,000 
Pinta) BHarours. Board. .poccas 6s ou cose eee coc 3,884,000 3,943,000 3,631,000 
Eldorado Mining and Refining Limited .......... 4,935,000 5,000,000 3,000,000 
Polymer Corporation Limited ....:...:......... 3,000,000 3,000,000 3,000,000 
The St. Lawrence Seaway Authority ............ 13,149,000 

Other loans and investments .................... 15,906,000 14,940,000 12,565,000 


$ 283,769,000 $ 307,502,000 $ 311,861,000 


41. The amounts shown for revenue from the investment in the Bank of Canada 
represent the annual profits earned by the Bank and surrendered to the Receiver General 
as required by section 28 of the Bank of Canada Act, R.S., ¢.13. 

The Central Mortgage and Housing Corporation amount for 1962-63 comprised 
$74,337,000 ($66,022,000 in 1961-62) of interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., ¢.46, and $5,588,000 ($5,732,000 
in 1961-62) representing the profit for the Corporation’s financial year ended December 
dlst which was transferred to the Receiver General as required by section 30 of the Act. 

The absence of a return from the investment in The St. Lawrence Seaway Authority 
in 1961-62 and again in 1962-63 was due to the necessity of deferring payment of the 
interest which accrued on loans made to the Authority. Of the $13,149,000 shown as 
revenue from the investment in the Authority in 1960-61, $9,500,000 was received out of 
further borrowings by the Authority from the Minister of Finance expressly for the 
purpose of paying the interest, as was mentioned in the 1961 Report (paragraph 63). 


42. Net postal revenue. The following table shows the gross postal revenue, less 
disbursements therefrom, and the resulting net postal revenue for the past three fiscal 
years: 


1960-61 1961-62 1962-63 
SEIN ARCHIE PV CTIG T.  y vw aie ngs uss nam om ncencresss $ 201,952,000 $ 213,518,000 $ 222,300,000 
Disbursements— 
Remuneration of postmasters and staffs at certain 
classes of smaller post offices ..............:- 24,050,000 25,171,000 25,239,000 
Finer GiMIORIGIIG Tones ce wee ces cc eese ete 4,308,000 4,668,000 4,289,000 
28 358,000 29,839,000 29,628,000 
PVOU HUMOR POV RTE Eto. occ ec cee ees cece: $ 173,594,000 $ 183,679,000 $ 192,772,000 
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The amounts shown for “other disbursements” mainly comprise charges on parcels mailed 
sn Canada for delivery in foreign countries and transit charges on Canadian mail for- 
warded through foreign countries, together with compensation paid to messengers for 
special delivery of letters and parcels. 

In paragraph 165 of this Report a summary is given of the Post Office transactions 
for the year under review, in comparison with the corresponding figures for the preceding 
fiscal year, together with comments on the recorded excess of revenue over expenditure. 


43. Other non-tax revenues. An analysis of the amounts shown in the table in 
paragraph 35 for “other non-tax revenues” for 1962-63 with comparable figures for the 
two previous fiscal years is given in the following table: 


1960-61 1961-62 1962-63 
Privileges, licences and permits ............--.00. $ 27,206,000 $ 23,271,000 $ 25,008,000 
Proceeds. from sales o.4.c2 050s er aewe cewek ens 23,981,000 25,902,000 26,531,000 
Services and serviceviees"s <2 . .. Nee Bee 5 fs 35,672,000 42 453,000 46,186,000 
Refunds of previous years’ expenditure .......... 40,544,000 18,163,000 22,392,000 


Miscellaneous sus 5! s5st opis cine oy cient ae ee ee 17,137,000 17,489,000 16,982,000 


$ 144,540,000 $ 127,278,000 $ 137,099,000 


Comments on Expenditure and Revenue Transactions 


44. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
classes of transactions observed during his examinations and also to any other matter 
that he “considers should be brought to the notice of the House of Commons”. 

Pursuant to this direction, I consider that the following matters relating to the 
expenditure and revenue transactions examined during the fiscal year under review 
should be brought to the attention of the House in this Report. 


45. Governor General’s special warrants. At the dissolution of Parliament on 
February 6, 1963 interim supply had been granted generally to the extent of ten-twelfths 
of the amount of the Revised Main Estimates 1962-63. In order to carry on the public 
business until such time as the new Parliament assembled on May 16, 1963, recourse was 
had to Governor General’s special warrants, issued under the authority of section 28 of 
the Financial Administration Act, as a means of providing the necessary supply. The 
special warrants relating to the fiscal year under review were as follows: 


(a) one for $239,1438,321, on February 8, 1963, which provided funds on the basis of one- 
twelfth of the amount provided in the Revised Main Estimates and Supplementary 
Estimates (A) and (B) for 1962-63; and 


~ 


AUDITOR GENERAL’S REPORT 17 


(b) one for $402,163,293, on March 4, 1963, which provided funds estimated as sufficient 


to meet expenditures urgently required for the public good during the balance of the 
fiscal year. 


In making their estimates of the amounts they required under the final special 
warrant for the year, departments were instructed by the Treasury Board Staff that the 
maximum that could be included for each vote heading should not in any case exceed 
the total of the amounts included in the tabled Estimates (1.e., Revised Main Estimates 
and Supplementary Estimates (A) and (B) for 1962-63) plus amounts included in 
Supplementary Estimates (C) approved by the Treasury Board (though not laid before 
the House of Commons) and departments were instructed to make an internal review 
in order to estimate the amount that would lapse in each vote and take such amount into 
consideration. Departments were also instructed not to include provision for Estimates 
items that: 


(a) were essentially legislative, or 


(b) involved accounting transactions within the Consolidated Revenue Fund that could 
hardly be said to involve “payments” which were urgently required. 


The amounts authorized by these special warrants were subsequently included in the 
amounts authorized by the Special Appropriation Act, 1963 which was passed by the 
House of Commons on July 15, 1963. 

The issuance of Governor General’s special warrants is provided for by section 28 
of the Financial Administration Act, subsection (1) of which reads as follows: 

“Where a payment is urgently required for the public good when Parliament is not 
in session and there is no other appropriation pursuant to which the payment may be made, 
the Governor in Council, upon the report of the Minister that there is no appropriation for 
the payment and the report of the appropriate Minister that the payment is urgently 
required for the public good, may by order direct the preparation of a special warrant to 


be signed by the Governor General authorizing the payment to be made out of the Con- 
solidated Revenue Fund.” 


It will be noted that the above subsection simply authorizes a “payment” which is 
“urgently required for the public good’”’ when there is no other appropriation pursuant 
to which the payment may be made. The subsection does not provide for any control 
Over the entering into of commitments during a period for which Parliament has made 
no provision nor does it appear to contemplate provision of a continuing spending 
authority to the Executive for the financing of general government services during such 
a period. However, this appears to have been assumed by the Treasury Board Staff in 
carrying out the procedure followed in preparing the special warrants for February and 
March 1963. 

A strict interpretation of subsection (1) of section 28 would undoubtedly call for 
the issuance of a large number of warrants with a consequent increase in administrative 
handling. With clearer statutory authority we would not think the procedure whereby 
a single warrant is prepared in advance to cover the requirements of each month is 
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unreasonable provided its contents are limited to providing for payments essential for 
ensuring the maintenance of basic governmental services. Had this approach been fully 
employed in the preparation of the special warrants under review, a number of the items 
‘neluded therein would have been omitted because they did not meet the test of being 
“urgently required for the public good”. Examples are as follows: 


ts 


Both special warrants included an item “to supplement other votes, subject to the 
approval of the Treasury Board, for the payment of salaries, wages and other paylist 
items”. Obviously payment of the amounts was not urgently required when the special 
warrants were issued, and the Governor in Council in effect delegated to the Treasury 
Board his authority under section 28 of the Act although there is no provision for such 
delegation. 


_ The special warrant dated February 8, 1963 included authority for the payment of an 


amount of $717,959 into the National Capital Fund. The balance at the credit of this 
Fund at March 31, 1963 was $6,776,000, and it therefore cannot be said that the 
item of $717,959 authorized on February 8, 1963 was “urgently required for the 
public good.” 


. The special warrant dated February 8, 1963 also included authority for the payment 


of an amount of $136,250 to the Receiver General as interest for the month of March 
on loans made to the National Capital Commission for the purpose of acquiring 
property in the National Capital Region. Comment with respect to this procedure 
appears in paragraph 59 of this Report. As such a payment is in effect an internal 
bookkeeping entry, it should not have been provided for by the special warrant. 


. Included in the special warrant dated February 8, 1963 was an amount of $750,000 


for loans to The St. Lawrence Seaway Authority. Inasmuch as Parliament had, by 
interim supply, authorized loans totalling $7.5 million and the Authority borrowed 
only $1 million in February 1963 and $6 million in March 1963 of which $4.7 million 
was immediately invested in short-term investments, it is obvious that the item of 
$750,000 did not meet the requirement of being “urgently required for the public good”. 


. Included in the two special warrants were amounts totalling $114,950 to cover the 


administrative expenses of the National Gallery of Canada, without taking into con- 
sideration $49,926 available for this purpose in the Gallery’s special operating account. 


. In May 1962 the Department of Northern Affairs and National Resources was given 


executive authority to inform a chartered bank that provision for a grant of $50,000 
to the Dawson City Festival Foundation would be included in Estimates to be pre- 
sented to Parliament in the autumn. On the strength of this, the bank advanced $50,000 
directly to the producers of a musical comedy which was to be the “center-piece” of 
the Dawson City Gold Rush festival. The payment of a grant of $50,000 to the 
Foundation, in order that the bank might be recouped, was authorized by the special 
warrant issued on March 4, 1963. Since the prior concurrence of Parliament is requisite 
to the payment of a grant-in-aid to a non-governmental organization, it is the Audit 
Office view that the grant to the Foundation should not have been made under the 
special warrant. 


. A cheque for $6,000 to the Corporation of the Town of Sioux Lookout in respect of 


utility services provided the Sioux Lookout Indian Hospital was issued on April 30, 
1963 and held until June 5, by which time an agreement with the Town had been 
executed. The issuing of the cheque as a charge to 1962-63 Expenditure was, in our 
opinion, irregular because it could hardly qualify as “urgently required for the public 
good” when the cheque was held by the Department, and, indeed, it would have been 
irregular in the circumstances even if parliamentary appropriations had been available. 


AUDITOR GENERAL’S REPORT 19 


We would recommend that a detailed study be made of the financing problems which 
result when Parliament has been unable to make provision for the carrying on of govern- 
mental services between sessions. An amendment to the Financial Administration Act 
might then be considered which would have the effect of assuring appropriate parlia- 
mentary control in this important area. 


46. Prairie Farm Emergency Fund deficit. The deficit in the operations of this Fund 
during the year ended March 31, 1963 was $7,295,000, a decrease of $40,438,000 from the 
deficit of $47,733,000 incurred in the preceding fiscal year, which had been the largest 
since the inception of the Fund in 1939. 

The Fund operates as a special account within the Consolidated Revenue Fund to 
record transactions under the Prairie Farm Assistance Act, R.S., ¢.213. Under the Act, a 
levy of 1% is imposed on the purchase price of grain purchased by licensees under the 
Canada Grain Act and the moneys collected, which totalled $8,239,000 during the past 
year, are paid directly to the Receiver General and credited to the account. Awards made 
in accordance with the provisions of the Act are charged to the account and during the 
past year these totalled $15,534,000. 

Section 11 of the Act, in providing for this special account, states in subsection (8) 
that: 


“If at any time the Fund is insufficient to pay awards made under this Act the 
Minister of Finance may, out of unappropriated moneys in the Consolidated Revenue Fund, 
with the approval of the Governor in Council, make an advance to the Fund of the amount 
required to meet the deficit.” 


Although crop yields had improved considerably over the previous year, it became 
evident once again that the Fund would be insufficient to pay the awards payable under 
the Act during 1962-63. Accordingly, on the submission of the Minister of Finance, the 
Governor in Council granted authority to the Minister to make advances to the Fund 
out of unappropriated moneys in the Consolidated Revenue Fund sufficient to pay awards 
made pursuant to the Act. The amount of such advances, $7,295,000, was treated as a 
deficit and charged directly to Expenditure. As mentioned in last year’s Report (para- 
graph 58) the Department of Finance has always followed this practice without seeking 
parliamentary approval. 

On the other hand, the Audit Office has continuously taken the view, restated last 
year, that Parliament should be requested to appropriate funds to cover the deficits, and 
thus given an opportunity to review the results of the Fund’s operations. This view was 
supported by the Public Accounts Committee in its Fifth Report 1961 (paragraph 27) 
when, after referring to the fact that the Agricultural Stabilization Act provides for the 
inclusion of an item in the Estimates to cover the net operating loss of the Agricultural 
Stabilization Board in any year, it recommended: 

“that consideration be given to amending the Prairie Farm Assistance Act to provide 


similarly for the inclusion of an item in the Estimates to cover any deficit that might be 
anticipated in the operation of the Prairie Farm Emergency Fund. 


Karly in 1963 the Department of Agriculture gave consideration to proposing such 
an amendment to the Prairie Farm Assistance Act and a letter dated March 22, 1963, 
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addressed to the Secretary of the Treasury Board by the Deputy Minister of Agriculture, 
included the following: 
«the purpose of the Auditor General’s recommendation for parliamentary review is 


appreciated, and provision for this will be included when other proposals for amendments 
to the Act are presented for ministerial consideration.” 


47. Sale of terminal grain elevator. From 1933 until August 1962 the Crown-owned 
terminal grain elevator located at Port Arthur was leased to and operated by a company 
engaged in the grain trade. Order in Council P.C. 1962-1/1643 of November 22, 1962 
(amended by P.C. 1963-1/68 of January 21, 1963) authorized sale of the elevator to the 
lessee for $750,000 and set the annual date of the current lease, August 1, 1962, as the 
effective date of sale. The elevator was not offered for sale by public tender but was 
sold by verbal agreement to the company, at the appraised value placed on the elevator 
by a firm of consulting engineers less the estimated cost of replacements and improve- 
ments required in the ensuing fiscal year. Due to delay in conveyance of title to the 
purchaser, stemming in part from survey imperfections in the Port Arthur waterfront 
area, payment was not made until April 22, 1968. 

The Department of Justice in completing the transaction raised the question of a 
possible claim by the Crown for interest from the effective date of sale (August 1, 1962) 
to the date of payment (April 22, 1963). Correspondence on the files of the Department 
of Agriculture disclosed that the verbal agreement had failed to provide for payment 
of any interest on the purchase money after the effective date of sale, or for payment of 
rent. Therefore no claim for interest was made, and the rent which had been paid by 
the purchaser for the period August 1, 1962 to January 31, 1963, in the amount of 
$37,500, was refunded. 


48. Questionable charge to Agriculture appropriation (Vote 164). This appropriation 
reads: 


“Amount required to recoup the Agricultural Products Board Account to cover the 
net operating loss recorded in the Account as at March 31, 1963—$870,014.” 


The amount of $870,014 recorded for the net operating loss of the Agricultural Products 
Board for the year ended March 31, 1963 included $364,000 for donations of 4,064,000 
pounds of skim milk powder to international charitable organizations. The donations 
were made in consultation with the Department of External Affairs and the authority 
relied on was Order in Council P.C. 1962-1576 of November 6, 1962 which purported to 
be issued pursuant to subsection (1) of section 4 of the Agricultural Products Board Act, 
R.S., ¢.4. This subsection reads, in part: 


“Subject to the regulations, the Board may, with the authority of the Governor in 
Council and under the direction of the Minister 


(c) buy, sell, or import agricultural products.” 


Since there is no reference to donations in this subsection, or elsewhere in the Act, 
the propriety of the Board’s donating the skim milk powder to the international charitable 
organization—and, therefore, the propriety of reimbursing the Board out of Agriculture 
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Vote 164 for this portion of the Board’s net operating loss—is open to question. By way 
of contrast, during 1960-61 the Board was reimbursed for a similar donation by the 
Department of External Affairs from Vote 673 of that fiscal year, which gave specific 
authority as follows: “To reimburse the Agricultural Products Board Account for whole 
milk powder donated for international relief purposes—$2,420,000”. 


49. General election expenditures. The 1962-63 accounts include expenditures of 
$10,325,533 in respect of the general election held on June 18, 1962 and expenditures of 
$1,137,813 towards the cost of the general election held on April 8, 1963. Up to the end 
of August 1963, expenditures on the two elections amounted to $10,556,889 and $12,225 517 
respectively, with an estimated $100,000 of accounts remaining to be approved for pay- 
ment in connection with the 1963 election. The increase in the cost of the second election 
was due largely to upward revisions in the tariffs of fees authorized by the Governor in 
Council by Orders in Council P.C. 1963-188, P.C. 1963-189 and P.C. 1963-190 of February 
6, 1963. The allowances payable to returning officers were increased by approximately 
25%, with the minimum allowance for personal services remaining at $1,500. There were 
similar increases in the allowances provided for other election officers, including deputy 
returning officers, poll clerks, enumerators and election clerks. Allowances for other 
services, travelling expenses, and printing were also increased, and the allowance for the 
rental of each ordinary polling station established in a building was increased from $20 
to $24. 


The following financial aspects of the administration of the two general elections 
were noted in the audit: 


1. ADVANCE PoLLs.—Under the provisions of the former Canada Elections Act, R.S. 1952, 
c. 23, the privilege of voting at an advance poll was restricted to persons whose occu- 
pations necessitated absence from their ordinary places of residence on polling day. 
It was also provided that if a total of less than 15 votes were cast at an advance poll, 
the Chief Electoral Officer should delete the name of that place from the authorized 
schedule of advance polls. 


The Canada Elections Act, 1960, c. 39, extended the privilege of voting at an 
advance poll to any elector who has reason to believe that he will be absent from his 
polling division and unable to vote on the ordinary polling day, with a consequent 
increase in the number of advance polls, but the provision regarding the disestablish- 
ment of an advance poll where less than 15 votes were cast was not incorporated in 
the 1960 Act. 


Less than 15 votes were cast at each of 586 of the 1,862 advance polls established 
for the 1962 election and no votes were cast at 35 of these polls. The cost of the 586 
polls was estimated at $76,000. There were 1,791 advance polls for voters in the 1963 
election, of which 578 reported less than 15 votes each. No votes were cast at 26 of the 
advance polls, one vote was cast at each of 44 polls and two votes were cast at each 
of 34 polls. 


2. REVISION OF BOUNDARIES OF POLLING DIVISIONS.—Section 11(1) of the Canada Elections 
Act provides that the polling divisions shall be those established for the last general 
election, unless the returning officer considers that a revision of the boundaries thereof 
is necessary. General revisions of boundaries were ordered by the Chief Electoral Officer 
in January 1961, in January 1962 and in July 1962, the cost in each case approximating 
$150,000. Instances were noted where the descriptions of boundaries, after revision, 
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were identical with the descriptions of the polling divisions given in the Notice of Grant 
of Poll at the previous general election. It was explained that the main purpose in order- 
ing the general revisions was to keep the election machinery in a state of preparedness. 


_ ADVANCES MADE TO ELECTION OFFICERS.—It has been the practice over the years to make 


accountable advances to election officers for the payment of office rental and various 
other expenses incurred in connection with an election. In June 1958, when authority 
could not be found for the making of such advances, we suggested to the Chief Electoral 
Officer and to the Comptroller of the Treasury that, until such time as the Canada 
Elections Act might be amended, the claims should be paid by separate cheques issued 
from the Office of the Comptroller of the Treasury at Ottawa, and sent direct to each 
person entitled to payment, as stipulated in paragraph (b) of subsection (3) of section 
60 of the Act. 

The provisions of section 60 were re-enacted, without material change, in the 
Canada Elections Act, 1960, c. 39, and in April 1962 we again drew attention to the 
lack of authority for advances to election officers. During the ensuing 1962 election, 
some $400,000 was advanced to election officers, the advances to individuals ranging 
from $200 to $10,000. It was noted that 32 of the 263 returning officers did not request 
or receive advances. 


The Chief Electoral Officer, in his report to the Speaker of the House of Commons 
on the 1962 general election, recommended that the Canada Elections Act be amended 
to provide authority for the payment of an accountable advance to an election officer, 
limited to an amount deemed necessary to defray such office and other incidental 
expenses as may be approved under the tariff of fees, costs, allowances and expenses. 


Although the proposed amendment was not enacted, $373,000 was advanced to 


returning officers for the payment of expenses in connection with the 1963 general 
election. 


- RENTAL OF FURNITURE FOR ORDINARY POLLING STATIONS.—The Elections Fees Tariff 


provides an allowance ($20 in 1962; $24 in 1963) for the rental of each ordinary polling 
station established in a building or part of a building, including fuel, light and furniture, 
and when a number of polling stations are centralized in a hall or municipal building 
the allowance is paid for each polling station established therein. In the audit of the 
1962 election accounts, additional expenditures were noted for the cartage and rental 
of furniture without a corresponding reduction in the amounts paid to the landlords. 


When a new tariff of fees was authorized in February 1963 the item which provides 


for the necessary rental or purchase of screens or any material used for voting com- 
partments in polling stations was extended to include the rental of furniture. 


. PRINTING OF BALLOT PAPERS.—As in the 1957 and 1958 general elections, the number of 


ballot papers printed in some electoral districts in 1962 and 1963 far exceeded the 
number of electors. An excess of more than 40% was noted in 20 districts in 1962 and 
in 28 districts in 1963. In one constituency with 18,000 electors, 26,400 ballot papers 
were printed in 1962 and 30,000 in 1963. 


. TRAVELLING ALLOWANCES PAID TO ELECTION CLERKS.—There is provision in the tariff of 


fees for the payment of mileage to an election clerk when he is required to travel in 
connection with the conduct of an election. When it was observed in the audit of the 
1962 election accounts that payments had been made to election clerks for travelling 
between their places of residence and the offices where they worked, attention was 
drawn to the General Election Instructions for Returning Officers which state that an 
election clerk must be an ordinary resident of the locality where the returning officer 
will open his office for the conduct of the election. Payments of this nature were dis- 
continued, but no action was taken to recover the amounts already paid. 
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1 EMPLOYMENT OF CONSTABLES.—The authority for the appointment of a constable at a 
polling station is section 48 (10) of the Canada Elections Act, which provides that: 


“Any deputy returning officer may appoint a constable to maintain order in his polling station 
throughout polling day; this authority, however, shall not be exercised unless the services of such 
constable are deemed absolutely necessary ; a constable may be appointed only when there is actual 
or threatened disorder, or when it is likely that a large number of electors will seek to vote at the 
same time; generally the appointment of one constable shall be made where more than one polling 
station is established in the same building or in adjoining buildings for a given polling division, 
to ensure the successive and prompt entrance of the electors into their proper polling station.” 


Just prior to the 1962 election, the Chief Electoral Officer circularized the returning 
Officers in 52 electoral districts regarding the employment of an excessive number of 
constables on election days in 1957 and 1958 (referred to in paragraph 101 of our 1958 
Report). As a result there were 2,183 fewer constables employed in 1962 than in 1958, 
although the number of polling stations had increased by 2,823. The reduction in the 
number of constables employed would have been greater had there not been included 
in the tariff of fees an additional item providing an allowance of $6 for the services 
of a constable at an advance polling station. In some districts constables were employed 
at advance polling stations where few, if any, electors voted (in one district where only 
four electors voted in advance of polling day, constables were employed at each of the 
five advance polling stations). Constables were also employed at some revisal offices, 
and payments (at $15 per day in 1962 and $17 per day in 1963) were made to a number 
of women who acted as special constables in places where more than one polling station 
was located. 


In a number of cases noted in the audit of the 1963 election accounts, a constable 
had been appointed at each polling station where two or more polling stations were 
established at the same location. 


In two cases duplicate payments were made when two deputy returning officers 
each certified that the same person had acted as constable at his polling station. 


8. DUPLICATE CHARGES.—For all personal services, a returning officer receives allowances 
based on (a) the number of names included in the preliminary lists of electors in urban 
areas, (b) the number of polling stations in rural areas, and (c) the number of advance 
polling stations established in the electoral district. Payments made to individual 
returning officers for personal services during the 1963 election ranged in amount 
from the prescribed minimum of $1,500 to $8,600. Cases were noted in the audit of the 
election accounts where payments at the rate of $12 per day had been made to other 
persons, classed as election clerks and messengers, for selecting enumerators, deputy 
returning officers and polling stations. Normally these duties are considered to be part 
of the function of the returning officer. 


9. ALLOWANCES PAID TO SPECIAL ELECTION OFFICERS.—The Canadian Forces General Elec- 
tions Fees Tariff which was in force during the 1962 general election provided for pay- 
ment of allowances to special returning officers and chief assistants, deputy special 
returning officers and scrutineers “for each day or part thereof of necessary absence from 
place of residence’, and for payment of travelling and living expenses. In the audit of the 
accounts, cases were noted where the whole amount of the daily allowance had been 
paid for any portion of a day spent in travel (in some cases from 11 p.m. to midnight). 
The Chief Electoral Officer decided that, thenceforth, an officer who had departed from 
his home after 6 p.m. to take up his duties would not qualify for an allowance for that 
day, and that the availability of convenient transportation facilities to enable an officer 
to arrive at his place of duty on time would be taken into account. A number of 
accounts which had been approved for payment were recalled and reduced, and_in 
other cases recovery was made from fees which became payable in respect of the 1963 
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election. The reference to part of a day was dropped when a new tariff of fees was 
approved in February 1963. 

One special returning officer in 1962 was paid the prescribed allowance of $30 
per day for two days on which he had left his place of residence for Ottawa at 
11.15 p.m. and for two days when he was at home. When the overpayment was col- 
lected from a subsequent account the officer claimed four days pay at $30 per day for 
personal services after the closing of the election office. Payment was approved under 
Item 9 of the tariff of fees which states that, in any case where the allowances provided 
by the tariff of fees do not by reason of special circumstances constitute adequate 
remuneration, the Chief Electoral Officer may authorize the payment of such increased 
allowance as is deemed necessary to provide sufficient remuneration. It is our opinion 
that, in the case in question, the claim, when approved, should have been submitted 
to the Governor in Council for authorization under subsection (6) of section 60 of the 
Canada Elections Act which reads: 


“Whenever it appears to the Governor in Council that the fees and allowances provided by the 
tariff are not sufficient remuneration for the services required to be performed at any election, or 
that any claim for any necessary service performed, or for materials supplied for or at an election, 
is not covered by such tariff, he may authorize the payment of such sum or additional sum for 
such services or materials supplied as is considered just and reasonable.” 


The Chief Electoral Officer, in his report to the Speaker of the House of Commons 
on the 1963 general election, suggested that section 60 of the Canada Elections Act 
be amended by adding thereto, immediately after the subsection quoted above, the 
following as subsection (6a): 


“The Chief Electoral Officer may, in accordance with regulations made by the Governor in 
Council, in any case in which the fees and allowances provided for by the tariff are not sufficient 
remuneration for the services required to be performed at any election, or for any necessary service 
performed, authorize the payment of such sum or additional sum for such services as is considered 
just and reasonable.” 


The proposed amendment, if enacted, would provide statutory authority for pay- 
ments of the kind heretofore made under Item 9 of the tariff of fees, the authority for 
which item has been in doubt. 


50. Grants and contributions included in general appropriation. It is an established 
principle that when a grant or contribution is made out of a general appropriation, the 
amount should be referred to in the text of the appropriation because Parliament. should 
sanction an outlay where no accounting is to be made of its ultimate disposition. 


This principle was not followed in Citizenship and Immigration Vote 10 which reads: 
“Citizenship Branch including grants and contributions for citizenship promotion”. 
Although the text refers to grants and contributions, no maximum total amount 1s 
specified nor is there reference in the Vote text to the Estimates Details. Thus, because 
Parliament was not asked to approve the specific amount being made exempt from 
ordinary conditions governing accounting for voted money, it was possible for the total 
of the grants and contributions as included in the Estimates Details to be increased from 


$37,000 to $47,000 by transfer between allotments pursuant to section 29 of the Financial 
Administration Act. 


51. Reporting for counterpart funds by recipient countries. In previous Reports 
references were made to amounts that had been spent out of funds appropriated by 
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Parliament for the purchase of commodities supplied by Canada, in accordance with 
agreements with the recipient countries requiring that the commodities be sold or other- 
wise distributed and that “counterpart funds” be set aside by them for subsequent use 
in connection with agreed economic development projects. All of the agreements further 
require that the recipient countries from time to time report the position of their counter- 
part funds accounts to the Government of Canada and, in addition, certain of the agree- 
ments require that these reports be certified by the Auditors General of the recipient 
countries. 

As at March 31, 1963 a total of $197,752,000 had been expended on commodities 
calling for the establishment of counterpart funds, including $17,576,000 expended during 
the year under review. With respect to those agreements requiring that the Auditors 
General of the recipient countries certify the position of the counterpart funds accounts, 
a total of $193,893,000 had been expended by the Government of Canada and the situation 
as regards certification was as follows: 


Certified by Auditors General of recipient countries ...........ccccccecececceccce. $ 154,159,000 
Tae ONPG TICE OPEN AN i 55 Aree 3 cat Y slabs de winsicin a vv acleGvla Coens. ¢nee deamecbicn, 19,047,000 
Unreported—previous years’ expenditures ...........ccccecccucccccccccccccecces, 3,261,000 
Wureparien—*lvoe0a expenditures” 1572.55 Tivlo, SQA oo wore 17,426,000 


$ 193,893,000 


With respect to those agreements which do not call for certificates of the Auditors General 
of the recipient countries, a total of $3,859,000 had been expended by the Government of 
Canada and the situation as regards reporting was as follows: 


Neer reeurent souniries 4002 IES EA aa a, $ 3,249,000 
Unreported—previous years’ expenditures ...........cccccccesccccccceccecceceece 460,000 
EN ORREL ed CZNCNCILUITCS. ... os ony necenn cess uses deep esenbasensnaauaseuh 150,000 

$ 3,859,000 


Another requirement of all the agreements with the recipient countries is that 
expenditures out of the counterpart funds on agreed economic development projects be 
reported by the recipient countries and certified by their Auditors General. At the time 
of our examination in October 1963 this information was not completely available and 


the External Aid Office was to determine the extent to which these certificates have 


been received. 


52. Government contributions not made to the Public Service Superannuation 
Account. Subsection (2) of section 32 of the Public Service Superannuation Act, 


1952-53, c. 47, reads: 


“There shall be credited to the Superannuation Account, as soon as possible following 
the authorization of any salary increase of general application to the Public Service, such 
amount as, in the opinion of the Minister, is necessary to provide for the increase in the 
cost to Her Majesty in right of Canada of the benefits payable under this Act, as a result 


| 
| of such salary increase.” 
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In paragraph 62 of last year’s Report, reference was made to the increase in the 
actuarial deficiency in the Superannuation Account when no special contributions were 
made to provide for the increased cost of benefits payable under the Act as the result 
of salary increases that had been eranted to substantial groups of civil service classes. 


It had been announced in 1961 that future pay adjustments would be based on a 
program of cyclical salary reviews, and the civil service classes had been divided into 
four large groups for review purposes. 


In December 1962 the Treasury Board approved of salary increases with effect from 
October 1, 1961 for the group which includes the administrative, clerical and related 
classes with about 70,000 employees. Increases were also approved in December 1962 
for nurses and hospital staff with effect from January 1, 1962 and for the Penitentiary 
Service with effect from April 1, 1962. Increases similar to those given civil servants 
were given to employees of certain Crown corporations, including many if not all of those 
that are under the Public Service Superannuation Act. As was the case when salary 
increases were approved in the two previous years, no special contribution was made 
to the Superannuation Account with respect to the increases granted in 1962-63. 


Salary revisions for another large group of employees were approved on July 9, 1963 
with effect from October 1, 1962. 


Thus salary increases have been approved for practically the whole public service 
since 1960 without any special credits having been given to the Superannuation Account 
as required by subsection (2) of section 32 of the Act quoted above. The view taken by 
the Department of Finance that the granting of increases on a cyclical basis does not 
result in a “salary increase of general application” has rendered subsection (2) of 
section 32 of the Act inoperative, with a consequent significant increase in the actuarial 
deficiency in the Account. 


In paragraph 124 of this Report comments are made regarding the balance at 
credit of the Account at March 31, 1963 and the basis of reporting the actuarial 
deficiency. 


53. Errors in Public Service Superannuation Account pension and contribution 
calculations. In the 1961 Report (paragraph 61) and again last year (paragraph 63) we 
reported that our test examinations of the records of the Superannuation Branch of the 
Department of Finance had disclosed a high incidence of error, involving both over- 
payments and underpayments of pension on a continuing basis, and also incorrect 
charges for contributory service. It was pointed out in both Reports that many such 
errors could be avoided were there a complete review or internal audit of the contributors’ 
files prior to authorization of the payment of benefits. 


In last year’s Report it was stated that we had been informed by the Secretary of 
the Treasury Board in May 1962 that consideration was being given to the re-establish- 
ment of the Comptroller of the Treasury’s pre-audit of Superannuation Accounts which 
had been discontinued in 1958. This has not yet been done although various steps were 
taken by the Department of Finance to improve the superannuation administration and 
an improvement was, in fact, noted in the accounts during the year under review. 


} 
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Service Superannuation Act, unlike those 
ation Act, the Royal Canadian Mounted 
hout verification by the Comptroller of the 
, Other than a return of contributions. 
During the year it was found that i 


Crown corporations whose employees are contributors under the Public Service Super- 


the correctness of the employees’ contributions which these Crown corporations were 
sending in. In August 1962 we received a reply conceding that there existed a gap which 
should be closed and indicating that a solution to the problem would be worked out. 
In reply to a follow-up inquiry in October 1963, we were advised that no verification of 


04. Public Service Superannuation Act—questionable decisions. Three instances 
were noted in which evidence of doubtful value was accepted as the basis for administra- 


_ tive decisions. In one of these instances there was a resulting reduction of $4,800 in the 
cost of elective service to a contributor who had retired. In the two other instances 


contributors were able to elect to pay for service on the basis of the rate of salary 
received on first appointment to the public service after World War II and the rate of 
contributions then in effect, rather than on the basis of current rates of salary and 
contributions—the difference in the cost of the service amounting in one case to $11,200 
and in the other to $8,600. This was made possible by an amendment to the Public 
Service Superannuation Act in 1960 and an amendment to the Regulations in 1961. 
The amendment to the Act reads as follows: 


“30. (7) The Governor in Council may make regulations prescribing, in the case of a 
contributor who in the opinion of the Minister was one of a class of persons who, pursuant 
to erroneous advice received by one or more persons of that class, from a person in the 
Public Service whose ordinary duties included the giving of advice as to the counting of 
service under this Act or the Superannuation Act, that a period of service of such a person 
before the time he became a contributor thereunder could not be counted by him under the 
said Act, failed to elect under the said Act within the time prescribed therefor to pay for 
that service, the circumstances under which and the manner and time in which the con- 
tributor may elect to pay for that service, and the circumstances under which and the 
terms and conditions (including conditions as to interest) upon which any such election 
made by him to pay for that service, or any election made by him under paragraph (b) of 
Subsection (1) of section 5 to pay for that service as a period of service described in clause 
(F) of sub-paragraph (iii) of that paragraph, shall be deemed to have been made by him 
under this Act or the Superannuation Act, as the case may be, within the time prescribed 
therefore by the said Act.” 


The three contributors (who were considered as constituting a “class”) had not elected, 


on permanent appointment to the public service during the years 1949 to 1952, to pay 


for war service, and claimed subsequently that they had been misinformed as to their 
eligibility to elect. It could not be substantiated from departmental records that 
69960-3—3 
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erroneous information had, in fact, been given in these cases. The Superannuation Branch 
accepted a departmental officer's affidavit, taken in 1961, to the effect that he “likely” 


gave incorrect information to one of the contributors in 1950. A personal affidavit was 


accepted from one of the others and the third contributor was included in the “class” 
because, in previous correspondence, he had made the statement that he was ineligible 


to elect. 

Another case is that of a contributor to the Superannuation Account who ceased 
active duty on September 30, 1959 and who was certified by the Department of National 
Health and Welfare in May 1960 as being permanently disabled. Pending the result of 
an attempt to have the contributor’s wife appointed administrator of his affairs, action 
was not immediately taken to commence payment of an annuity under the provisions of 
the Public Service Superannuation Act. On August 1, 1961 the Superannuation Branch 
received a notice of termination of employment, effective July 5, 1960, which stated 
that retiring leave had been granted from June 1 to July 5, 1960. The Treasury Board, 
on October 3, 1961, having been informed that the contributor had entered hospital for 
domiciliary care on June 1, 1960 and had become entitled to an annuity when he retired 
from the public service on July 5, 1960, designated the wife as recipient of the annuity 
payable to her husband. In April 1962 the Superannuation Branch accepted a second 
notice of termination of employment which showed the date of termination as July 15, 
1960 (one day after the coming into force of an amendment to the Public Service Super- 
annuation Act which provides automatic continuation of Death Benefit coverage and for 
the calculation of annuities on the basis of a six-year rather than a ten-year average 
salary). As a result, Death Benefit coverage of $3,750 was reinstated and the annuitant’s 
pension was recalculated and increased by $175 per annum. 


55. Pension increased by payment of two salaries. In 1951 a legal opinion was given 
to the effect that where a civil servant on retiring leave obtains employment with a 
Crown corporation so that, although he may be an employee of the Crown, he is not 
paid out of the Consolidated Revenue Fund, there appears to be no objection to the 
duplicate payment of salary. 

In a recent case, the receipt of two salaries for 55 days during a period of retiring 
leave and simultaneous employment with a Crown corporation, resulted in an increase 
of $120 per annum in the amount of pension paid under the provisions of the Public 
Service Superannuation Act (if the contributor had been re-employed for the entire 
26 weeks of his retiring leave, his pension would have been increased by approximately 
$400 per annum). 

The Superannuation Branch obtained legal advice before approving payment of the 
increased pension. If the Superannuation Account is to be protected from such cases 
in future, it would seem necessary to amend the Public Service Superannuation Act. 


56. Amount payable to the Superannuation Account deleted from the accounts. It is 
provided in subsection (7) of section 7 of the Public Service Superannuation Act that 
where any amount payable by a contributor into the Superannuation Account by 
reservation from salary or otherwise has become due, but remains unpaid at the time 


| 


; 


of his death, the amount with interest may be recovered, in accordance with the regula- 


tions, from any allowance payable under the Act to the widow and children of the 
contributor. Subsection (6) of section 5 of the regulations states: 
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“Where at the death of a contributor any amount payable 
annuation Account is due and payable and is not paid, the Minister 
interest as provided in this section is not forthwith paid by the person 


more of them, 
(a) in a lump sum immediately, or 
(b) in instalments for a term specified by the Minister, 


as the recipient elects, with interest at the rate of four per cent per annum.” 


| A department took exception to the application of this regulation in the case of a 
_ deceased employee who had been undercharged for a period of elective service, and on 
_ December 20, 1962 the Governor in Council approved a recommendation of the Treasury 
- Board, pursuant to section 23(1) of the Financial Administration Act, that the Depart- 
_ ment of Finance be authorized to delete from the accounts an amount of $521 that had 
been payable into the Superannuation Account by the late contributor. The action 
taken in this case was contrary to the Public Service Superannuation Regulations and, 
as far as we are aware, is unprecedented. 

| If it is found desirable to relieve a person from paying into the Superannuation 
_ Account any amount that is legally payable thereto, it is the Audit Office view that an 
appropriation should be provided to reimburse the Account. 


07. Inadequate payment into Superannuation Account by Crown corporation. The 
employees of the Canadian Overseas Telecommunication Corporation were brought 
under the Public Service Superannuation Act with effect from November 1, 1961, 
pursuant to Vote 520 of Appropriation Act No. 5, 1961 and the regulations approved by 
_the Governor in Council on October 26, 1961. On March 18, 1963 the regulations were 
| amended by Order in Council P.C. 1963-441 to provide for payment out of the Super- 
-annuation Account of the pensions of four former employees of the Corporation who 
had been retired under another pension plan. The Department of Insurance had 
¢alculated, in accordance with the interest and mortality tables used for valuation under 
the Public Service Superannuation Act, that an amount of $200,013 would be required 
to be paid into the Superannuation Account in respect of the pension liability, but 
payment by the Corporation of $184,000 (the cost of purchasing the four immediate 
annuities at commercial rates) was accepted, with the approval of the Treasury Board, 
on March 31, 1963. As a consequence, the actuarial deficiency in the Superannuation 
Account at March 31, 1963 was increased by some $16,000. 
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58. Reciprocal transfer agreements for superannuation benefits. Section 28 of the 
Public Service Superannuation Act authorizes the Minister of Finance, with the consent 
of the Governor in Council and in terms approved by the Treasury Board, to enter into 
an agreement with any public service employer (e.g., a provincial government) for the 
transfer of pension credits when an employee leaves the service of one employer to 
become employed by the other. 

In the execution of agreements, it has usually been found that the terms of the 
Public Service Superannuation Act require a higher rate of contribution than those 
established under the other plans, and that the amounts available for transfer from the 
Superannuation Account are in excess of the amounts required by public service 
employers. While there is provision in the Act for payment by the Minister to a public 
service employer of the amount to be transferred in accordance with a reciprocal transfer 
agreement (employee’s contributions, Government’s matching contributions and interest) 
there is no provision for a return of any excess amount of contributions to the employee. 
Nevertheless, a common provision in a typical reciprocal transfer agreement reads: 

“and any excess amount held in respect of the employee and not required to be paid 


by the Federal Minister to the Province will be dealt with, subject to the Federal Act, in 
accordance with an agreement between the Federal Minister and the employee.” 


We have been informed by the Superannuation Branch that “this provision is read 
as an agreement between the new employer and the Crown whereby the Crown, on behalf 
of the new employer, deals with certain moneys that would normally form part of the 
transfer. In other words, the Crown is empowered to transfer the whole amount, but as 
the second employer does not require the whole sum under the new pension plan he 
agrees to the Crown paying a portion of the total directly to the transferred employee”. 

It is our opinion that the Public Service Superannuation Act should be amended to 
provide for the disposition of any excess amounts of contributions in these reciprocal 
transfer cases. 


59. Interest charges on loans to the National Capital Commission. In the 1961 
Report (paragraph 62) and also in last year’s Report (paragraph 66) it was stated that 
it seemed unrealistic to put the National Capital Commission in the position where it 
was required to pay interest on loans obtained from the Government of Canada for the 
purpose of acquiring property in the National Capital Region, when funds to meet the 
interest payments must be provided through parliamentary appropriations. 

Up to March 31, 1963 loans totalling $44,900,000 had been made to the Commission 
and its predecessor, the Federal District Commission (being an increase of $9,800,000 
during the year under review) for the purpose of acquiring property in the National 
Capital Region. Of this amount, $3,994,000 had been repaid, leaving a balance of 
$40,906,000. The loans are secured by promissory notes bearing interest payable semi- 
annually at rates of from 4% to 53% per annum, and repayment is to be made when 
the property is “used for the purposes of the Commission or disposed of”. Repayments 
in 1962-63 amounted to $372,000. 

Interest payments by the Commission to the Receiver General in 1962-63 amounted 
to $1,776,000 and were credited to Revenue by the Department of Finance as “return on 
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investments”. Of this amount, $301,000 came from net income from rentals and interest 


on bank deposits and $1,475,000 was provided by a parliamentary appropriation (Public 
Works Vote 215) for interest charges on outstanding loans. 


The following is a summary of property acquisitions to March 31, 1963 financed by 
means of loans provided to the Commission: 


Greenbelt 


Lge fice, sachs) LEAMA ict nee AS gk eed Cae ES Coe ee ee ee $27,662,000 
Industrial and railway sites, Sussex Drive and other. propertiag ss bnceuek scbiubte..., 3,566,000 
Brace aneecesencrreeesteese nen 3,260,000 
Lebreton Flats AEE ee caress cette. ORO! ocd Smell 2,524,000 
ey oo, +AU ade cs) WILY Os] tb SAaP alae 946,000 
ose aig rs Alc RA eR am ROE bs 854,000 
Se re te Ome AR S12, Paid: owwhys\9. nd 3] of demenamaee os 864,000 


$39,676,000 


The properties in the Greenbelt are mostly farm properties which are unlikely to yield 
anything approaching sufficient rental to pay interest on the sums paid to acquire them 
and, by Executive direction, they may not be sold. As the lands acquired for the Queens- 
way, the parkways and certain other projects are put into use in the next few years, 

appropriations will be required to provide funds through the National Capital Fund 
in order to pay off the amount of loans made with respect to such lands. 

| We remain of the opinion that, since outlays on such properties are in fact expendi- 
tures of the Crown rather than income-producing investments, Parliament should be 
asked to appropriate funds to cover expenditure charges in the years in which properties 
are to be acquired, instead of providing for loans to the Commission and leaving the 

expenditure involved in the repayment of the loans to be absorbed in future years. 


60. Overpayment to province under the Federal-Provincial T ax-Sharing Arrange- 
‘ments Act. The estimated population figures used in the calculations of amounts payable 
to the provinces under the Federal-Provincial Tax-Sharing Arrangements Act, 1956, e. 29, 
were subject to correction when the population figures resulting from the taking of a 
census became available. Accordingly, when the census figures for 1961 became available 
in 1962, the payments made to the provinces in the years 1958 to 1962 were recalculated 
resulting in additional payments being made to eight of the provinces and establishing 
that overpayments had been made to the other two, as follows: British Columbia, 
$4,818,000; and Ontario, $177,000. 

The agreements with the provinces under the Act provide for immediate repayment 
of any amounts Overpaid, and the overpayment to Ontario was recovered from the 
payment due to that Province in March 1963. The Province of British Columbia main- 
tained that the amount of $4,818,000 was not due immediately since the succession duty 

entals have not been finally determined. An amount of $200,000 was withheld from a 
oa to that Province in March 1963, leaving a balance of $4,618,000 owing at 
March 31, 1963. Subsequently the Province agreed to monthly deductions of $175,000 
which are now being made from amounts payable to the Province. At the time of the 
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signing of the 1957-62 agreements, the provinces had been given the option of receiving 
a succession duty rental on the basis of the one-year yield of these taxes rather than on 
the basis of the three-year average as specified in the Act, provided they made their 
choice known at the beginning of the tax agreement period. British Columbia and two 
other provinces requested the one-year option. A recalculation on the basis of the one- 
year option is expected to result in an increase in the succession duty rentals payable to 
British Columbia for the fiscal years 1957-58 and 1958-59, and these will be applied to 
the outstanding balance of the claim mentioned above. The Department expects that the 
application of these amounts together with the monthly deduction of $175,000 now 
being made will extinguish the debt in full by mid-1964. 


61. Indirect compensation to chartered banks, In Paragraph 68 of last year’s Report 
reference was made to an arrangement between the Department of Finance and the 
Canadian Bankers’ Association whereby the banks pay interest only on the amount by 
which the government’s minimum weekly balances on deposit are in excess of an 
aggregate of $100 million. The arrangement was continued throughout the year 1962-63 
and interest at a rate equivalent to the weekly average accepted treasury bill tender rate 
for three months treasury bills, less 10% of that rate, and amounting to $14,395,000 was 
received from the banks. The corresponding amounts of interest received in the two 
previous years were $6,394,000 in 1961-62 and $6,645,000 in 1960-61. As was pointed out 
last year, the maintenance of substantial balances with the banks, including $100 million 
interest-free, compensates them indirectly for handling cheques or other instruments 
payable by or to the Receiver General, in violation of the requirement of subsection (1) 
of section 93 of the Bank Act, 1953-54, c. 48, which reads as follows: 


“No bank shall make a charge for cashing a cheque or other instrument drawn on 
the Receiver General or on his account in the Bank of Canada or in any other bank, or for 
cashing any other instrument issued as authority for the payment of money out of the 
Consolidated Revenue Fund, or in respect of any cheque or other instrument drawn in 
favour of the Receiver General, the Government of Canada or any department thereof or 
any public officer in his capacity as such, and tendered for deposit to the credit of the 
Receiver General.” 


If the banks are to be compensated for services provided to the Crown, consideration 
should be given to the most equitable manner in which this may be done, with statutory 
sanction being given by means of an appropriate amendment to the Bank Act, possibly 
at the time of the decennial revision in 1964. 


62. Isolation allowances to judges of territorial courts. Consideration was given by 
the Department of Justice in the latter part of 1962 to the question of paying isolation 
allowances to the judges of the two territorial courts. Initially the view was taken that 
since judges are not in the “public service’ within the meaning of section 7 of the 
Financial Administration Act, the Treasury Board lacked authority under that Act to 
authorize the contemplated allowances and that, as the Judges Act, R.S., c. 159, prohibits 
the payment to a judge of any remuneration, other than a living allowance and moving 
and transportation expenses, the authority of Parliament would be essential to the 
payment of isolation allowances 


| 
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It was accordingly decided that, until such time as it might be regarded as appropriate 
to seek an amendment to the Judges Act to provide for additional remuneration to 
judges, each of the judges of the two territorial courts should be paid an isolation allow- 
ance pursuant to an item to be included in the earliest possible Estimates. However, 
Parliament was dissolved before it had an opportunity to consider an Estimates item 
relating to the matter. Nevertheless, with Treasury Board approval, payments of $1,000 
were made in March 1963 to each of the judges of the two territorial courts, for isolation 
allowances at the rate of $2,000 per annum, effective October 1, 1962. 


63. Unemployment insurance administration. The Unemployment Insurance Act, 
1955, c. 50, is administered by the Unemployment Insurance Commission consisting of 
three Commissioners appointed by the Governor in Council. The administrative expenses 
of the Commission are paid out of an annual parliamentary appropriation (Department 
of Labour Vote 50) in accordance with section 10 of the Act. These expenses amounted 
to $48,034,000 in 1962-63 compared with $45,935,000 for the preceding year. Despite a 
reduction in full-time staff from 8,941 at March 31, 1962 to 8,726 at March 31, 1963 
and in casual employees from 1,904 to 1,432 at the respective year-ends, salaries rose by 
$2,242,000, due mainly to a general salary increase granted during the year. This, offset 
to the extent of $285,000 by savings effected in the cost of office stationery, supplies and 
equipment, accounted for most of the net increase of $2,099,000 in administrative expenses 
during the year. 

In our 1960 Report we referred at some length to the broader coverage which had 
been effected over the years, and the resulting decrease in the emphasis on insurance 
principles recognized when the Unemployment Insurance Fund was first established. 
The Public Accounts Committee, having expressed concern over the sharp reduction 

in the balance of the Fund at that time, recommended in its Fifth Report 1961 
(paragraph 80): 


“that the entire matter undergo immediate and careful study and that action be taken 
to re-establish and maintain the Fund on a basis consistent with insurance principles.” 


| A special Committee of Inquiry was established by the Governor in Council on 
July 17, 1961 to inquire into and report upon the suitability of the scope, basic principles 
and provisions of the Unemployment Insurance Act, including its relationship to other 
‘social security programs, the measures needed to deal with seasonal unemployment and 
the means of correcting any abuses or deficiencies that might be found to exist. The 
‘Committee’s report was tabled in the House by the Prime Minister on December 20, 1962. 


The Committee recommended the adoption of a three-part program of support for 
the unemployed, as follows: (i) an insurance plan to cover short-term unemployment, 
with benefits limited to 26 weeks, financed solely by employer-employee contributions; 
(ii) a plan, financed out of general taxation revenues, to provide extended benefits up to a 
Maximum of 39 weeks to persons who have exhausted their insurance benefits and, 
subject to certain conditions, to persons whose unemployment follows a seasonal 
pattern; and (ili) an assistance plan to take care of residual ‘hard core’ it~ 
| " 
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applied on a needs-test basis under the present federal-provincial unemployment assist- 
ance program. 

The Committee proposed that the unemployment insurance plan be based on 
insurance principles and to this end it recommended, in part, that: 


(a) the plan be extended to cover all but a few classes of employees; 


(b) the present seasonal benefit program be amended so that insurance benefits would not 
be paid during any period of unemployment that, on the basis of a claimant’s personal 
employment record, is shown to be of a repetitive seasonal character; and 


(c) coverage of self-employed fishermen be withdrawn and replaced by a separate plan 
to be developed under the Department of Fisheries. 


The Committee also made recommendations designed to lessen abuses to which the 
present plan has been subjected. These included the adoption of programs: to provide 
for more active claims supervision and more vigorous follow-up of cases in an effort to 
identify those who are not genuinely seeking employment; to improve interviewing 
techniques and procedures as a means of determining the true facts concerning availability 
for employment; and to increase the extent of post-auditing procedures in connection 
with claims to bring to light possible concealment of earnings. 

The Public Accounts Committee, in its Fifth Report 1961 (paragraph 81), 
recommended: 


“that the Auditor General give consideration to the advisability of increasing the scope of 
his examination of unemployment insurance fund transactions in the field.” 


Notwithstanding our continuing staff shortage, arrangements were made to increase the 
number of offices visited in 1962-63, by curtailing other work. 


In keeping with past practice, we reported to the Chief Commissioner on each of the 
examinations made during the year. Prompt attention was given to all audit observations 
raised and corrective action taken where called for. Briefly, our examinations are designed 
to test the adequacy of internal control over the collection of and accounting for contri- 
butions and other income, the payment of benefits and the recording and collection of 
overpayments. The extent to which adjudication of claims complies with the provisions 
of the Act and regulations is likewise examined. In appraising the validity of benefit 
awards, no attempt is made by the Audit Office to verify the accuracy or completeness 
of information regarding claimants, contained in the records of the Commission and 
provided to it by claimants, employers or others, beyond questioning apparent deficiencies 
in these records. This aspect of the verification of claims is carried out by the Commis- 
sion’s own investigation-enforcement staff. Although operating at a slightly lower level 
of strength during 1962-63, this staff achieved a slight increase in the number of investi- 
gations completed over that of the preceding year. Notwithstanding this increase, 
penalties imposed on claimants for false or misleading statements were fewer in number, 
totalling 20,367 compared with 22,650 in 1961-62, a drop of 10%. 

| The transactions of the Unemployment Insurance Fund, administered by the Com- 
mission, are reported upon in paragraph 181 of this Report. 


‘ 
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attention of the Department, and the Services concerned have taken appropriate action 
to obtain amendment of the regulations or otherwise correct the situation, except in the 
following cases where action has not yet been taken or is still in progress: 


1. REHABILITATION LEAVE FOR FORMER MEMBERS OF BRITISH AND OTHER COMMONWEALTH 
FORCES.—The regulations permit the inclusion of service in British or other Common- 
wealth forces for the purpose of calculating entitlement to rehabilitation leave on dis- 
charge, provided the entire service is uninterrupted. In this connection, two instances 
were noted where officers who had transferred from the British to the Canadian Forces 
were released with slightly more than ten years service in the latter and, under the 
regulations, each became entitled to rehabilitation leave (based on 37 years combined 
service) of 74 months valued at approximately $5,000. On questioning this, we were 
informed that the Services have proposed that in any such case in the future the period 
of rehabilitation leave, on which entitlement is based, should be reduced by the period 
of termination leave granted on completion of the previous service. 


2. RELEASE FROM SERVICE THROUGH PURCHASE.—National Defence regulations prescribe the 
conditions under which “other ranks” may obtain their release from service by purchase, 
the purchase money so received being regarded as partly compensating the Crown for 
its costs in enrolling and training personnel, and then releasing them within short 
periods of time. In the audit it has been observed that while the Air Force and the Navy 
apply the purchase regulation and, in fact, recovered over $100,000 in the last three 
years, the Army suspended its application in 1950, and has since allowed personnel to 
be released “on request” without payment of purchase money. Inasmuch as the reasons 
given for requesting release are in many instances the same in all three Services (for 
example, “to return to school” and “‘to accept civilian employment”) it is not clear 
why the Army policy varies from that of the other two Services. We were informed 
that the Army’s practice is currently under review. 


3. REMOVAL EXPENSES—MOBILE HOMES.—The regulations relating to the shipment of 
furniture and effects of servicemen were drafted some years ago when the usual method 
of shipping was by rail or road van. Since then, mobile homes have come into common 
use and the movement of furniture and effects in these homes is being regulated by 
supplementary service orders which provide that when a serviceman owning such a 
home is transferred from one unit to another he may have his home and contents 
hauled by a commercial towing firm at a cost not exceeding that which would be 
incurred were the contents moved in the normal manner by rail or road van, whichever 
may be the more economical. A test-examination of accounts during the year disclosed 
a number of instances where, through the submission of fraudulent receipts and the 
concealing of inadmissible costs, servicemen had been substantially overpaid, princi- 
pally because of ineffective procedures used in verifying the net weight of the contents, 
haulage rates, etc. Although, as a result of the disclosures, new instructions are being 
issued to deal with the situation, it would seem appropriate that the regulations also be 
amended to include directions specifically dealing with the movement of mobile homes 
and their contents. 
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4. REHABILITATION LEAVE—MISCONDUCT AND INEFFICIENCY RELEASES.—The regulations pro- 


vide for rehabilitation leave to personnel on release on the basis of thirty days for 
each completed five years of continuous service and seven days for each completed year 
of continuous service under five years. These benefits, however, may not be granted 
‘f the reason for the release is misconduct, inefficiency or voluntary. In the audit it 
was noted that members released from the services, under the regulations governing 
compulsory retirement to promote economy and efficiency, for reasons such as “not 
advantageously employable in present rank”, and “considered unsuitable for reasons 
other than misconduct, etc.”, who are subsequently determined by the Service Pension 
Board for superannuation purposes as being released for “misconduct” or “inefficiency”, 
have been granted normal rehabilitation leave allowances. In the opinion of the Audit 
Office, the reason for release as determined by the Service Pension Board on which 
pension benefits are based should also be used to determine entitlement or otherwise 
to rehabilitation leave. 


_ LEASE TERMINATION PAYMENTS.—Comments regarding regulations governing the reim- 


bursement of servicemen for lease termination payments were made in the 1960 Report 
(paragraph 56) where it was noted that such outlays were being made up to a maximum 
of three months’ rent. After considering the matter at some length and having in mind 
that approximately $500,000 was being spent annually by the Department, as well as 
noting the use by the Royal Canadian Mounted Police of a lease form providing for 
only a 30-day termination clause, the Standing Committee on Public Accounts recom- 
mended in its Fifth Report 1961 (paragraph 52) that the maximum period be reduced 
in future to the equivalent of one month’s rent. 

After considering the recommendations of the Public Accounts Committee an 
amendment was made to the regulations during the year which, while providing for 
discretionary powers to be exercised by administrative officers in dealing with individual 
cases, did not, however, reduce the maximum period from three months to one. The 
general practice has continued to be to make reimbursement on the basis of the per- 
missible maximum of three months’ rent, and the outlay for lease termination payments 
during the fiscal year 1962-63 amounted to $670,000. 


. MEDICAL EXAMINATION OF MILITIA RECRUITS FOR THE NATIONAL SURVIVAL TRAINING 


PROGRAM.—During the period from November 1961 to May 1962 the Army undertook 
a special militia training program which involved recruiting some 90,000 men in four 
separate courses of six weeks duration each. Medical examinations of recruits were 
required on enrolment and also on completion of each course. To carry out the excep- 
tionally large number of examinations quickly, civilian medical practitioners were 
employed either (a) at a rate of $18 per half day or (6) ona basis of $5 per enrolment 
examination and $2 per releasing examination, in accordance with existing regulations. 

It was noted that in some instances, where the second of these methods of 
remuneration was used, the doctors had been paid fees averaging $170 a day, in total, 
including amounts as high as $300 to $400 for specific days. After investigating these 
apparently excessive amounts, the Department concluded that present regulations 
regarding medical fees, while satisfactory under normal conditions, are not satisfactory 
under circumstances similar to those encountered under the special militia training 
program, and decided that special financial arrangements should be made at the outset 


to deal with the medical examination of large numbers of personnel within a short 
period. 


. EXCESSIVE PAYMENT OF FOREIGN SERVICE ALLOWANCES.—Regulations applicable to the 


Armed Forces provide that an officer going on a training course of less than six months 


» 
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officer was posted on a five months’ training course to Norfolk, Virginia, and, for the 
reason that immediately following the course he was expected to be posted to Washing- 
ton, D.C., he was allowed to move his family to the latter city at the commencement of 
the course. To regularize payment of moving costs and foreign service allowances, the 
original order posting him to Norfolk was amended retroactively to provide for a 
posting to Washington for three years and transfer from there to Norfolk, on 
temporary duty, for the duration of the training course. This entitled the officer to 
foreign service married allowances, applicable to Washington, during the five months’ 
period of the training course. The financial result of this change was that the cost to the 
Crown was increased by some $2,400 over the cost which would have been incurred in 
the normal way had the dependents remained in Canada until the officer had completed 
the course. We were informed by the Department that it was felt to be in the interest 
of the Service that the officer, during the period of the course, was able to be with his 
family on weekends. 


8. CLOTHING CREDIT ALLOWANCE.—Under the regulations servicemen are entitled to cloth- 
ing allowances of $7 monthly to enable them to obtain the necessary military clothing 
required to “keep up” their kit while in the service. The benefits cease on date of 
release. The Department was asked to comment on the fact that servicemen have 
entitlement to these allowances during periods of rehabilitation leave, when presumably 
they are not on duty and therefore not required to replace worn out or lost kit. While 
the amounts of individual allowances credited to the servicemen during their rehabili- 
tation leave period are normally not large, the aggregate is substantial (about $60,000 
annually) because of the number of personnel released each year. It is also noted that 
the Royal Canadian Mounted Police regulations do not extend entitlement to such 
clothing allowances after the commencement of rehabilitation leave. We were informed 
that the matter is currently under review by the Department. 


65. Hducational costs incurred by the Department of National Defence. In the 1962 
Report (paragraph 75) comments were made regarding costs incurred by the Department 
of National Defence, under Executive authority, for the education of children of service- 
men and entitled civilians residing in publicly-owned quarters. It was mentioned that, 
although the educational costs for each fiscal year are not reflected as such in the Publie 
Accounts, the Department prepares statements on a memorandum basis for calendar 
years. The statement for the calendar year 1962 shows a total expenditure of $16,365,000, 
offset by provincial grants received to a total of $2,811,000, or a net expenditure of 
$13,554,000. The expenditure total includes $1,276,000 of outlays for new construction 
but does not include the cost of transportation by Service vehicles, furniture and equip- 
‘Ment provided from Service stocks and maintenance supplies and services provided from 
‘Service resources, nor any portion of the cost of headquarters administration. 
| It was noted last year that the over-all pupil-teacher ratio in the departmental 
elementary schools was about 22 to 1—well below the average ratio for such schools in 
Canada generally—and the comment was made that the Department had undertaken 
to make enquiries into the pupil-teacher ratios at schools where the ratio was less than 
25 to 1. A test examination of the pupil-teacher ratios for the 1963 fiscal year indicated 
that there had been only slight improvement during the year in this regard. 
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Audit examinations at selected departmental schools in Ontario indicated that there 
had been unsatisfactory control over the computation of grants recoverable from the 
provincial Department of Education and in some cases claims had not been made in 
respect of outlays which were eligible for grants. It was also observed that, in certain 
cases, expenditures for such items as transportation and textbooks exceeded amounts 
considered by the Department of Education as adequate. It was suggested to the 
Department of National Defence that the matter be reviewed in order to ensure that 
all grants to which it +s entitled are recovered and to establish a means whereby claims 
for grants may be adequately controlled to avoid losses in the future. We have been 
informed that such a review is currently taking place. 

Our audit also disclosed that dependent children of servicemen stationed at the 
R.C.A.F. Station, Bagotville, Quebec, and living in nearby communities, attend depart- 
mental schools located on the station as the local governments do not provide educational 
facilities for the tuition of the children although the servicemen pay taxes, and they 
and their families constitute significant elements of the communities. In consequence, 
the Department is absorbing education and transportation costs for an estimated 192 
pupils living “off base”, and this situation was drawn to the attention of departmental 
officers. It was noted after completion of the audit that a submission to Treasury Board 
in August 1963 for authority to enlarge the station schools by six additional classrooms 
to provide accommodation for these dependent children living “off base” was not 
approved pending further discussions with the provincial authorities with a view to 
obtaining their participation in providing and meeting the cost of the six classrooms 
required. 


66. Unauthorized use of Crown-owned vehicles. Reference was made in last year’s 
Report (paragraph 82) to cases where accidents which had been costly to the Crown had 
occurred during the unauthorized use of National Defence vehicles, and an example was 
given where a payment of $14,500 had been made to a woman who suffered injuries 
when struck by a departmental vehicle that had been used without authority in England 
in 1958. The driver of the vehicle had been reprimanded and undertook to reimburse the 
Crown $250, being a sum equivalent to the maximum recovery permissible under the 
regulations applicable when vehicles are driven, with due authority, on official business. 
It was mentioned that the Treasury Board had urged all departments and agencies to 
tighten up procedures in view of the increasing number of accidents to vehicles being 
driven by employees while not on duty. We expressed the view that more severe penalties 
assessed against offenders would serve as a more effective deterrent to the unauthorized 
use of vehicles. 

The Department of National Defence considered the matter at length following 
our drawing the above-mentioned case to its attention. A departmental memorandum in 
August 1963 reporting on the result of this consideration put forward the view that 
since payments in respect of claims by third parties are made on an ex gratia basis in 
cases where accidents occur during the unauthorized use of departmental vehicles, 
regulations for recovery in such cases would not be justified, it being stated that “in view 


i 


AUDITOR GENERAL’S REPORT 39 


of the extremely limited applications for recovery by the Crown it does appear that 
there would be difficulty in justifying a departure from the common law position that 
the person who makes an ex gratia payment where there is no legal liability on him to 
do so gains no right of action for recovery from the person whose actions gave rise to the 
claim”. The position of the Department of National Defence therefore remains that 
while the National Defence Act provides for disciplinary action in such cases, there is no 
provision for all or any part of expenditure by the Crown to be recovered from servicemen 
involved, except on a voluntary basis. 

During the year under review three instances of accidents involving Crown-owned 
vehicles driven by employees of the Department of Transport, while not acting within 
the scope of their duties, came to attention. In each case the Treasury Board directed 
that the employee concerned reimburse the Crown to the same extent as is provided by 
the Claims Regulations in a case where an employee is considered as having been on duty 
at the time of the accident and to have been negligent to other than a minor extent, 

_ the result being that there were assessments of one-third in two cases and one-fifth in 
the third, of the cost to the Crown. When giving its ruling in the third case the Treasury 
Board agreed to deal with it on the same basis as in the two earlier cases, but it expressed 
deep concern in the matter and directed the Department that in like cases in the future 
full recovery is to be made from the employees involved. 

In the Audit Office view further consideration should be given to the matter to the 
end that there may be uniformity in the penalties imposed in like circumstances on all 
persons using Crown-owned vehicles without authority. 


67. Assistance to provinces by the Armed Forces in civil emergencies. Section 35 of 
the National Defence Act provides for the employment of the Armed Forces when the 
Governor in Council has declared that a national disaster exists. Although the Act makes 

no provision for the use of the Forces in emergencies not thus declared national disasters, 
the Department of National Defence, on a number of occasions over the years, has 
‘rendered assistance to provincial authorities in circumstances not rated as national 
disasters. It is the general policy in such cases to grant assistance upon written request by 
the Premier of a province, or by any member of his cabinet authorized by him for this 
purpose, with the province entering into a formal agreement to reimburse the Govern- 
ment of Canada for all expenses to be incurred (except Regular Force pay and allowances) 
| and to release the Crown from liability for any loss or damage that might arise out of 
| the rendering of assistance. 
On four occasions in the summer of 1961 assistance was given to one province in 
fighting forest fires. In three of these instances provincial ministers signed agreements 
but in the fourth, contrary to the established practice, an agreement was not executed. 
In the course of these fire-fighting operations the Department incurred recoverable 
expenses in the sum of $410,000, including a charge of $59,000 for the use of a helicopter 
which was, in fact, lost in the course of one of the operations. The claim was not 


submitted to the province by the Department until January 1963 and recovery has not 
yet been effected from the province. 
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In the course of our inquiry into this situation it was also noted that billings for 
smaller amounts in the case of two other provinces, relating to similar assistance in earlier 
years, had not yet been paid. 


68. Pension awards effective at early age. For some years it has been observed that 
servicemen are being retired with immediate annuities at early ages—in some cases 
under 30. In such cases the amounts of the annuities are small due to the short periods 
of service, but the potential cost is substantial because of the long expectancy of life. 
In the year under review, 201 servicemen aged 40 and under were retired with immediate 
annuities. 

The Publie Service Superannuation Act provides for deferred annuities payable 
at age 60 where persons retire prior to the specified minimum retirement age—except in 
eases of disability, when immediate pensions are awarded. The Department has been 
conducting a general review of benefits payable under the Canadian Forces Superannua- 
tion Act and has been considering the advisability of introducing deferred pensions 
similar to those provided for under the Public Service Superannuation Act. 


69. Discretionary awards of Service pensions. From the examination of the relative 
files it is apparent that, in determining pension awards, every possible consideration is 
given to the welfare of the individual serviceman and it is sometimes questionable 
whether a reasonable balance is struck between fairness to servicemen on the one hand 
and economy of public funds on the other. The following paragraphs illustrate the 
situation. 

Two servicemen who had requested voluntary release before having qualified for 
pensions (in which event only refunds of contributions would have been payable) were 
refused. However, when the minimum period of service required to qualify for annuities 
was reached the men were retired compulsorily. In one of these instances, where contribu- 
tions had amounted to $1,777, the capital value of the annuity awarded was $29,900; and 
in the other, where contributions had amounted to $2,320, the capital value was $26,900. 

In four instances where servicemen were awarded pensions, having been retired 
compulsorily as “medically unfit”, information on file indicated that this reason was of 
secondary importance to others which, had they been assigned officially, would have 
resulted in substantially reduced annuities, with total capital values lower by more 
than $27,000. 

Two instances were observed where servicemen with essentially similar rank, service 
and military records were retired with materially different benefits. In one of these 
instances the serviceman, aged 40, was unable to resolve his domestic and financial 
problems and was considered by his unit to be unemployable. As no improvement 
resulted after repeated warnings, his discharge for misconduct was recommended, with 
pension benefits having a capital value of $35,000. However, he was actually released 
“to promote economy and efficiency” on the basis of a decision by the Service Pension 
Board and this decision established the man’s entitlement to an immediate annuity with 
a capital value of $53.700. In the other case, the serviceman, aged 43, regarded as an 
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“administrative nuisance” because of his inability to control his personal finances, was 
awarded only a return of contributions amounting to $4,111. | 

Under section 10(9)(c) of the Canadian Forces Superannuation Act “a female con- 
tributor who resigns or is compulsorily retired from the forces by reason of her marriage 
shall be deemed to have retired voluntarily from the forces”, and such a contributor is 
then entitled to a return of contributions only. A case was noted where an airwoman 
with ten years’ service was released in January 1962, the reason for pension purposes 
being finally determined as “to promote economy and efficiency” with the result that 
she became entitled to an immediate annuity. The original reason for the release had 
been determined by the Service Pension Board as “misconduct”, in which case a reduced 
deferred annuity would have been payable—and this had the concurrence of the T reasury 
Board. However, the Service did not agree and made representations for a more generous 
annuity, the Service Pension Board finally deciding that the reason for release was “to 
promote economy and efficiency”, as mentioned above. The marital status of the air- 
woman changed when she married during the period of rehabilitation leave, yet this fact 
was not recognized in determining her final benefits, the Department taking the position 
that the reason for release crystallized on the last day of service prior to rehabilitation 
leave. Consequently, instead of a return of contributions of $1,950, she received an 
immediate annuity with a capital value of $12,015. 


70. Overlapping of pension benefits. Two members of the Royal Canadian Mounted 
Police retired on pension in 1952 and were engaged in the Forces on short-service com- 
missions. They continued to draw their pensions of $1,584 and $1,347 per annum, 
respectively, in addition to their Service pay and allowances. After some nine years of 
temporary service they were granted permanent commissions in the Forces whereupon 
they became contributors under the Canadian Forces Superannuation Act. They then 
surrendered their Mounted Police pensions, and elected to count the years of service on 
which these pensions were based (some 20 years in each case) towards their pensions 
from the Forces on eventual retirement. After one further year of military service, both 
officers were retired on full pensions of $4,127 and $4,900, respectively, based on their 
combined service in the Mounted Police and the Forces (35 years in one case and 
32 years in the other). However, they were allowed to retain the annuities which 
had been paid to them under the Royal Canadian Mounted Police Superannuation Act 

_ during their nine years of temporary service, amounting to $15,092 and $12,048 respec- 

tively. Thus they will eventually have received two pension benefits for the same period 

~ of service. 

We have been informed that, in the opinion of the legal officers of the Department, 
the action taken conforms to the provisions of the Canadian Forces Superannuation Act. 

If this is so, we are of the opinion that consideration should be given to amending the 
Act. 


| 
| 71. Unemployment Assistance. Under the Unemployment Assistance Act, 1956, ec. 
| 26, the federal government contributes to the Provinces and Territories 50% of the cost 
| of providing financial assistance to persons unemployed and in need. 
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In paragraph 84 of last year’s Report the Audit Office opinion was repeated that 
the Unemployment Assistance Act administered by the Department of National Health 
and Welfare includes ambiguities which have resulted in varying interpretations, and 
that the text merits further consideration. Our examinations during the year under 
review confirmed our opinion. Possible changes in the legislation, and the use of regula- 
tions, mentioned in last year’s Report as being under study by the Department, are still 
being actively considered. 


OVERPAYMENTS TO PROVINCE OF QUEBEC.—In Quebec the final adjustments in respect 
of overpayments referred to in our 1962 Report, which related to the period from July 1, 
1958 to December 31, 1961, are still under consideration. The Department has agreed to 
accept Quebec welfare agencies as agents of the Province, and their records of persons 
assisted as the Province’s records within the meaning of section 6 of the Agreement. 


The arrangement first reported in 1961 whereby the Audit Services Branch of the 
Office of the Comptroller of the Treasury has been participating with the Provincial 
Auditor of Quebec in a joint audit of the accounts received by the Province from homes 
for special care and welfare agencies continues. The practice followed in other provinces 
whereby the provincial auditor’s examination of claims and certification in accordance 
with the agreement precede separate examinations made on behalf of the federal gov- 
ernment will, we understand, be followed now that the joint audit has been completed 
to December 31, 1961. 


WORK FOR RELIEF.—Although our examinations have not revealed further instances 
where recipients had been required to work in return for assistance given them, a number 
of municipalities continue to advocate this. The provinces have not acceded to these 
representations although Prince Edward Island provides in its Provincial Home for the 
Aged Act that inmates of the Home who are capable of working may be required to 
work in and about the Home. 


SUPPLEMENTAL ALLOWANCES IN BRITISH COLUMBIA.—Reference was made in our 1961 
and 1962 Reports to the Department having agreed that supplemental allowances 
normally excluded under section 4(2) of the Act could be regarded as additional relief 
payments in accordance with section 4(3)(b) of the Act and section 8 of the Agreement 
when the amounts are based on individual budgetary assessments of need in which 
basic expenditures as well as income are considered. In those Reports we expressed 
doubt about the way in which British Columbia had made such budgetary assessments 
of need and in the 1962 Report we mentioned that overpayments estimated at $111,400 
had been recovered. However, during the year under review the Province objected to this 
estimate and it was agreed that a new calculation of the overpayments be made. At the 
year-end the recalculation of the overpayments had not been completed. 

We also drew attention last year to the use in British Columbia of two different 
scales of maximum basic assistance, the more generous one being for those eligible for 
supplemental allowances. This discriminates against applicants not entitled to supple- 
mental allowances, that is those under 65 and those over 65 who have not been residents 


AUDITOR GENERAL’S REPORT 43 


of the Province for three years. We expressed doubt as to the propriety of maintaining 
the three-year residence requirement and suggested that uniform standards of assistance 
should be applied if supplemental allowances are to be considered shareable under the 
Unemployment Assistance Act. The situation remains unchanged. 


INCONSISTENCIES IN COMFORTS ALLOWANCE.—In an earlier Report we expressed the 
opinion that sections 4(2) (b) and 4(3)(b) of the Unemployment Assistance Act. taken 
together, appear to require that the full amount of a recipient’s income be offset against 
the calculated cost of meeting his needs to arrive at the amount of unemployment assist- 
ance that is shareable under the Act. It is an established principle that unemployment 
assistance is to be based on need and in the case of a recipient with some income, is only 
intended to supply the additional amount required so that his income plus unemploy- 
ment assistance will enable him to meet his needs. 

The use of a portion of a recipient’s income to meet his need for comforts has been 
accepted because this is, in effect, the same as providing a like amount for comforts in 
the unemployment assistance granted. However, our examinations have disclosed that 
in homes for special care in some provinces the amount of the comforts allowances to 
inmates seemed to depend not on the inmates’ need but rather on whether or not they 
had some personal income. Thus, if an inmate were in receipt of Old Age Assistance or 
Old Age Security payments, he would be allowed $15 per month, whereas if he were 
dependent entirely on unemployment assistance his comforts allowance would only be 
$5 per month. The effect of this arbitrary practice is not only to discriminate on the 
basis of the economic status of the recipient but in some cases it leads to the building up 
of individual trust account balances from the unspent proceeds of these allowances which 
may be used to cover expenses excluded from unemployment assistance costs by section 
4(2)(d) of the Act. An additional effect, of course, is to increase the federal government’s 
share of the cost of the Unemployment Assistance program. 


MOTHERS’ ALLOWANCES.—The Unemployment Assistance Act and the statutory 
agreement form provide for the exclusion of recipients of mothers’ allowances (pro- 
vincial allowances designed to assist mothers whose families have been deprived of the 
wage earner). In last year’s Report we reviewed the mergers of mothers’ allowances with 
general welfare assistance and the provision in the agreement for compensating deduc- 
tions to be made when determining unemployment assistance costs. The artificial nature 
of some of these mergers was also drawn to attention. 

In the current year the Province of Ontario established a new class of assistance 
called Assistance to Dependent Fathers comprising all the former mothers’ allowance 
cases involving dependent fathers. These cases were then transferred from the mothers’ 
allowance program to general welfare assistance, the Province thus being able to recover 
a substantial portion of the cost from the federal government under the Unemployment 
Assistance Act. Although the merger of dependent fathers’ cases with the general social 

sistance caseload has involved essentially only a change in name, the Department of 
ational Health and Welfare considers the exclusion in the Act and Agreement applies 
mnly to assistance payments called “mothers’ allowances” and has therefore been allowing 
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the dependent fathers’ cases. It is interesting to note that in over half of these cases, the 
assistance paid is only in respect of their wives and children. Among this group are 
fathers who are inmates of mental hospitals and tuberculosis sanatoria and who are 
thereby excluded from receipt of unemployment assistance by virtue of section 4(2) (a) 
of the Unemployment Assistance Act. 


EDUCATIONAL Costs.—Examinations in Alberta and Saskatchewan reveal that claims 
sometimes include the cost of tuition, books and living allowances for persons training 
as teachers, nurses, farmers and barbers, together with allowances for their dependents. 
In addition, regulations under Ontario’s General Welfare Assistance Act provide for 
rehabilitation services, including vocational training the cost of which, it 1s understood, 
has been included in the Province’s Unemployment Assistance claims. A similar problem 
also arises in the Province of Quebec in connection with assistance to children aged 18 to 
°1 who are undertaking studies. It is doubtful whether costs such as the above are within 
the scope of the Unemployment Assistance Act and Agreement. 


INTERPRETATION OF “UNEMPLOYED”’.—In our 1961 Report we noted that the word 
“unemployed” as used in the Act was considered to include such persons as mental defec- 
tives and paraplegics when, even in its broadest sense, the term would normally be 
expected to include only persons who have been, are or will be capable of employment. 

A related question is to what extent may an applicant be employed and still be 
considered unemployed for purposes of the Act. By and large, assistance to persons 
employed full time is excluded even though their earnings are insufficient to meet their 
needs. On the other hand a person who works only casually is considered to be unem- 
ployed and may be assisted under the Act if his income is insufficient to meet his needs. 

However, problems arise in determining whether persons engaged in certain types of 
employment, for example employees who regularly work half days, taxi drivers, house- 
keepers, woodsmen and own account workers, are unemployed. In addition, there is a 
risk that unemployment assistance to such persons may be used to subsidize low wages 
or to tide over the proprietor of a new business until the enterprise becomes profitable. 
In our opinion a clarification of the term ‘unemployed’, possibly by definition in the Act, 
is highly desirable. 


STRENGTHENING ADMINISTRATIVE CONTROL.—Last year we referred to the Depart- 
ment’s difficulties in the administration of the Act and suggested that it assemble its own 
internal audit group to take responsibility for the verification of unemployment assistance 
costs claimed by the provinces. This suggestion has been accepted and the necessary 
additional staff is being recruited. The Department plans to co-ordinate the new staff 
with its examiners of categorical allowances to obtain a comprehensive continuous revieW 
of provincial welfare administration as it affects the federal-provincial agreements im 
the welfare field. This strengthening of the Department’s review of claims and control 
procedures should reduce its difficulties in administering this complex program. 

In paragraph 74 of our 1961 Report it was suggested that because of the relationship 
between the Unemployment Assistance Act and other federal social assistance programs, 
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consideration should be given to the need for over-all co-ordination of all programs 
involving assistance to individuals to avoid overlapping and duplication and to achieve 
greater equity in the treatment of individuals as well as to reduce the cost of administra- 
tion. In our opinion steps along these lines should be taken without delay in view of the 
increasing size and complexity of welfare administration. 


72. Hospital construction grants. In paragraph 85 of last year’s Report we drew 
attention to the absence of parliamentary control over hospital construction grant com- 
mitments beyond the current year, and to the substantial amount of grants awaiting 
payment at the year-end. 

In view of the fact that the hospital construction program is planned on a five-year 
basis, it seems reasonable that for effective control Parliament place a limit on the over- 
all program it is prepared to be committed to, as well as provide the funds required 
annually for the execution of the program. 

Of the $3.4 million of claims outstanding at March 31, 1963, $2.1 million were sub- 
mitted by the Province of Quebec, for completed construction in respect of approved 
projects, in excess of its share of the current year’s grant, and such claims therefore could 
not have been paid even if funds had been available. The remaining $1.3 million of 
claims were from seven provinces for current year’s commitments which should have 
been paid but could not because there were insufficient funds available. Although the 
annual appropriation is intended to provide for all commitments coming in course of 

_ payment during the year, 1962-63 was the third consecutive year in which insufficient 
funds were available to meet the federal government’s obligations under the program. 


73. Indian hospitals and hospital insurance. Section 5 of the Hospital Insurance and 
Diagnostic Services Act, 1957, c. 28, requires every province to agree to make insured 
services available to all residents of the province upon uniform terms and conditions. 
When hospital insurance was discussed by the 1956-57 Special Committee on Estimates, 
and later when the relative Bill was debated in Parliament, it was made clear this would 
oblige the provinces to provide insured services for Indian as well as other residents. 
| Indian and Northern Health Services of the Department of National Health and 
Welfare has been providing these services to Indians and recently the volume of general 
treatment has increased as hospital facilities previously used for tuberculous Indians 
became available for general treatment. 
| The Hospital Insurance Agreement with the Province of British Columbia included 
| the three Indian hospitals in the Province, in recognition of their role in providing 
| general hospital care to Indians. The Province, however, has insisted that the Agreement 
| is subject to an earlier understanding that the Province will only pay for care in Indian 
| hospitals if no general public hospital accommodation is available. Thus, the Province 
has refused to pay Miller Bay Indian Hospital for insured services to insured residents 
when accounts are not accompanied by a certificate from the nearby Prince Rupert 
| General Hospital that they had no accommodation available. While the wrOvinee may 
wish to promote the integration of Indians and the general population, financial con- 
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siderations appear to be paramount. Under the Agreement the Province pays practically 
the full operating costs of the Prince Rupert General Hospital whether its beds are used 
or not, but for hospitalization in the Indian hospital the Province pays only for the beds 
used. 

In the calendar year 1962 the Prince Rupert General Hospital’s average occupancy 
was 95% of its rated capacity of 88 beds, while the Miller Bay Indian Hospital’s average 
occupancy was only 60% of its rated capacity of 70 beds assigned to general care. ‘The 
occupancy rates appear to reflect the Provinee’s policy of using this Indian hospital to 
provide standby facilities for the general hospital. 

The 1962-63 Public Accounts show the operating costs of the Miller Bay Indian 
Hospital at $733,000 and about half of this amount could be regarded as related to 
eeneral care. Revenue received from the Province’s hospital insurance plan, as an offset to 
the costs related to general care, amounted to only $14,000 or about 4% of the federal 
expenditure. The failure to recover a larger share of costs at the Miller Bay Indian 
Hospital is explained by the fact that (a) the Province will not pay for insured patients 
at the Indian Hospital unless accommodation is not available in the general hospital, (6) 
per diem rates set by the Province are below actual cost (and also below the correspond- 
ing rates in the Prince Rupert General Hospital), and (c) the Province deems some of 
the care given insured patients unnecessary, and will not pay for it. Thus, notwith- 
standing the fact that general care includes uninsured chronic and custodial care, it 
seems evident that Canada is bearing costs it was intended that the Province assume 
under the Hospital Insurance and Diagnostic Services Act. 


74. Improper authorization of use of a Government-owned automobile. An employee 
of the Department of National Health and Welfare took a course at a university in a 
city some 150 miles away from his home. He was granted “educational leave” pursuant to 
section 73 of the Civil Service Regulations and the Treasury Board authorized payment 
of a non-accountable allowance equal to full pay, tuition fees of $250, and actual return 
transportation expenses (which the Department had advised would be about $20). In 
addition, a subsistence allowance at the rate of $175 a month was approved, retroactively, 
after the course terminated. 

While on this leave, the employee was permitted to continue to use the Crown-owned 
automobile which had been provided for the performance of his duties. The automobile 
was used by him to travel between the university and his lodgings and to return home 
on weekends, with all running expenses being charged to the government, by means of 
credit cards, for a total of approximately 4,500 miles. 

In view of the fact that (a) the employee was permitted to use the vehicle and 
(b) it was not made clear to him that he was on leave without pay rather than on 
official duty, the Department has advised us that they will not take action to recover 
from the employee the costs resulting from the use of the vehicle (see also paragraph 93, 
“educational program costs”). As a result of our drawing this matter to the attention of 
the Department, we understand that administrative changes are being made to prevent @ 


recurrence. 
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75. Reporting of remissions. In paragraph 93 of last year’s Report reference was 
made to the requirements of the Financial Administration Act with regard to the report- 
ing of remissions. We expressed the opinion that section 22 of the Act in calling for “a 
statement of each remission”’ contemplates the inclusion of a comment giving the partic- 
ulars with respect to each remission—as was being done in the case of remissions to 
charitable, educational or other non-profit organizations. As an illustration of the inade- 
quacy of the method of listing remissions, reference was made last year in paragraph 94 
to the sales tax on oleomargarine which, by the use of the remission process, was being 
rendered inoperative in the Province of Newfoundland without this being indicated in 
the listing of remissions included in the Public Accounts. 

The Department of National Revenue took note of this observation in last year’s 
Report, and remissions granted in 1962-63 are being reported in greater detail than in 
previous years, with explanations enabling the reader to determine the manner in which 
the remission prerogative was exercised. 


76. Remission of customs duty surcharges. With the object of increasing customs 
duties on various classes of imports by 5%, 10% or 15% ad valorem, the Surcharge on 
Imports Order was established by Order in Council P.C. 1962-902 of June 24, 1962. This 
Order withdrew, with respect to many tariff items, all rates of customs duties more 
favourable than those of the General Tariff and at the same time, by relying on section 
22 of the Financial Administration Act, it remitted all customs duties to the extent 
necessary to ensure that amounts of duty collected were not increased by more than 
5%, 10% or 15% ad valorem as the case might be. Subsequently, as various tariff items 
were exempted from the surcharge, this was accomplished by further remissions of duties 
to the extent necessary. 
In applying the terms of the Order, the Department of National Revenue did not 
require customs officers to calculate the full duty payable and record the amount remitted 
in each case, nor did it require that the amount of the surcharge be calculated separately. 
From the practical point of view, the application of the surcharge was thus accomplished 
with a minimum of administrative cost. However, as no record was kept of the tariff 
changes provided for by section 1 of the Surcharge on Imports Order, of the remissions 

provided for by section 2 of the Order or of the surcharge as a separate amount on each 
entry, information is not available as to the total of the additional duties payable as a 
Tesult of section 1 of the Order, as to the amount of the duties remitted by section 2 or 
as to the exact amount of the surcharge collected. 


77. Remissions of sales tax in excess of compromise offers. Included in the remissions 
reported in the Public Accounts for 1962-63 were two cases where exceptional cireum- 
‘stances were present. 

One of these cases involved a licensee operating as a manufacturer of restaurant 
Mooths, tables, ete., as a jobber selling restaurant and hotel supplies and as a general 
‘contractor handling renovating jobs. In the ten year period from 1948 to 1958 audits on 
Six occasions by five different excise tax auditors resulted in additional assessments 
totalling only $2,593. On the last of these occasions, in July 1958, the licensee was 


48 AUDITOR GENERAL’S REPORT 


wnformed that his records were inadequate and that proper cost records must be main- 
tained. An audit of the transactions of the subsequent three year period resulted in an 
additional assessment of $36,823, and the excise tax auditor again reported the records 
to be inadequate. The amount of the assessment was disputed and an alternative figure 
of $8,108 was put forward by the licensee. An attempt was made to check this figure but, 
in the meantime, all the records had been destroyed by fire. The excise tax auditor 
nevertheless re-examined the assessment and revised it downward to $18,088. The licensee 
offered a compromise settlement of $10,000 which was accepted and the Governor in 
Council remitted the balance of $8,088 plus penalty of $3,545. In the meantime a sales 
tax audit for the year ended April 30, 1962 resulted in a further assessment of $7,330, 
with the auditor once more reporting that the records were inadequate. The licensee 
again disputed the assessment and offered $4,500 in full settlement. Again, this offer was 
accepted, and the Governor in Council, in June 1963, remitted the balance of $2,830 plus 
penalty of $926. This remission will be reported in the Public Accounts for 1963-64. 

In the second of the two cases referred to above, excise tax auditors examined the 
records of the licensee, a beverage manufacturer, on ten occasions during the period from 
1941 to 1959 and additional assessments totalling only $678 resulted. Two auditors alter- 
nated in the first nine of these examinations and a third auditor made the tenth. In 1962 
a fourth auditor made an examination of the records for the period from April 1959 to 
April 1962 which resulted in an additional assessment of $15,216 for this period. Because 
of this large additional assessment the records for the period from March 1955 to March 
1959 were re-examined and a further assessment of $23,089 for this period resulted (there 
was no re-examination of the records for the period August 1941 to February 1955). The 
licensee tendered a payment of $15,000 as a compromise settlement of the $38,305 total 
of these assessments and the Governor in Council remitted the balance of the tax of 
$23,305 plus penalties of $9,560. In the course of the investigation of the case the licensee 
took an affidavit to the effect that he had made payments to each of the first three excise 
tax auditors personally. Prior to the sales tax audit which resulted in the first of the 
large additional assessments, one of the auditors previously involved had resigned and 
another had retired. The third was suspended and subsequently dismissed. Charges were 
laid against the retired auditor but he died before the case could be heard. 


78. Payment made for houses the cost of which had previously been provided for 
through loans still outstanding. An Eskimo Loan Fund was established by Appropriation 
Act No. 3, 1953 for the purpose of making loans to individual Eskimos or groups of 
Eskimos under conditions prescribed by the Treasury Board. By March 31, 1963 out- 
standing loans amounted to $232,317 of which $52,500 had been extended to a group 
of 15 Eskimos at Frobisher Bay, N.W.T. 

The circumstances in the case of the Frobisher Bay Eskimo group are unusual. 
Early in 1962 this group incorporated as a co-operative for the express purpose of acquir- 
ing housing. Agreement was reached between the co-operative and the Department of 
Northern Affairs and National Resources that: (a) the Department would invite tenders 
for 15 prefabricated houses and place a contract after the Eskimos had signified approval; 
(6) payment would be made to the contractor by the co-operative for the total price, less 


. 
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$15,000 for which the Department agreed to assume responsibility; and (c) in order that 
the co-operative would have sufficient funds to pay the contractor and to meet shipping 
costs, the Department would make a loan of $3,500 from the Eskimo Loan Fund to each 
of the 15 Eskimos who, in turn, would endorse his cheque for deposit to the credit of the 
co-operative. 

As agreed, the cheques, collectively amounting to $52,500, were issued to the Eskimos 
from the Loan Fund and endorsed by them to the co-operative. At this point the Depart- 
ment sought and obtained Treasury Board approval to charge the full cost of the houses 
to a departmental appropriation. In February 1963, the Department’s Welfare and Indus- 
trial Division appropriation for “Construction or Acquisition of Buildings, Works, Land 
and Equipment” (Vote 95) was charged with a payment of $69,705, the f.o.b. Montreal 
cost of the houses. The loans were not, however, at the same time recalled by the 
Department. 


The loans had not been repaid as at March 31, 1963 and interest charges had raised 
the total outstanding to $53,540. Subsequent to the year-end, authority was granted to 
waive interest on each of the $3,500 loans until such time as each Eskimo occupied his 
house (it was estimated that the last of the 15 houses would be occupied by November 1, 
1963). Less than $800 had been repaid on these loans to September 15, 1963. 


79. Payment of maintenance expenses of Civil Service Recreational Association 
Centre. In last year’s Report (paragraph 99) attention was drawn to financial assistance 
_ of approximately $25,000 extended in the form of maintenance services rendered by the 
Department of Public Works to the recreational centre operated by the Civil Service 
Recreational Association, a privately managed staff organization at Ottawa, which pro- 
vides athletic and other recreational facilities for its membership. The assistance was 
given with the concurrence of the Treasury Board, although neither the text of the 
appropriation involved nor the related Details of Services contained any reference to 
the assistance. It was pointed out last year that this was contrary to the long-standing 
policy that grants or other forms of financial assistance to non-governmental organiza- 
tions are made only from parliamentary appropriations specifically provided or clearly 
intended for such purpose. 

During the year under review the Public Works appropriation for “Maintenance 
and Operation of Public Buildings and Grounds” (Vote 75) was charged with costs of 
| approximately $31,600 in respect of lighting, heating, water, and repairs and upkeep 
in connection with the Centre, while the appropriation for “Improvements Generally” 
| (Vote 70) was used to meet the cost of $1,345 incurred for grounds maintenance. In 
neither instance did the text of the appropriation nor the associated Details of Services 


refer to the assistance to be thus provided. 
| 


° noth. ; 
| 80. Failure to recover, or seek recovery of, cost of remedial work. The construction 


of a public building at North Bay, Ontario, to accommodate personnel of a number of 
departments was substantially completed in April 1957. Because of certain known de- 
ficiencies in the work, the final payment ta the contractor was not made until December 
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1957 and his security deposit was released in the following month. In the meantime, the 
premises had been progressively occupied and, during the winter of 1957-58, the district 
representative of the Department of Public Works received many complaints from the 
occupying departments. In March 1958, he informed the contractor of 39 deficiencies 
which required correction. Of these, 34 were of a minor nature and were corrected by the 
contractor but, although over a period of four years he was repeatedly ordered to deal 
with the remaining items, he refused on the grounds that he had followed plans and 
specifications. On the other hand, the Department took the stand that the repairs were 
required because of poor workmanship or faulty materials, and the cost of the remedial 
work would undoubtedly have been withheld from the security deposit had it not been 
released prematurely. 

Early in 1962, because some of the unsatisfactory conditions had created a public 
hazard, a contract was placed with another contractor for the correction of the outstand- 
ing deficiencies. The cost of $40,156 was charged to the 1962-63 appropriation for 
“Balances required to complete any projects undertaken in previous fiscal years and for 
which no specific provision is made in the fiscal year 1962-63” (Public Works Vote 190). 


Efforts to recover the cost of the remedial work from the original contractor have 
not included recourse to legal action. 


81. Failure to recover part of dredging costs. It has long been the policy of the 
Department of Public Works to limit its participation in the cost of dredging access 
channels from private areas to main channels, to sharing the cost equally with those desir- 
ing such access, and not to accept any financial responsibility for dredging slips or berth- 
ing areas considered to be of a private nature. A departure from this policy was observed 
during the year when a payment of $45,000 was made to the City of Trois-Rivieres as a 
charge to the Public Works appropriation for “Dredging-Maintenance and Operation of 
Plant and Contract and Day Labour Works” (Vote 150). 


In October 1962 the Department of Transport requested the Department of Public 
Works to undertake dredging in the St. Maurice River in connection with the develop- 
ment of a municipal park and marina by the City of Trois-Rivieres. The former Depart- 
ment had already requested quotations for the work involved, from three dredging firms 
in the area. The Department of Public Works, in reply, referred to its policy in such 
matters and stated that it would be prepared to recommend only the sharing of the cost 
of dredging the access channel, which would mean a departmental outlay of about 
$9,000, but that it could accept no financial responsibility for the mooring basin and 
berthing area associated with the municipal park. The Department also stated that it 
could not award a contract on the basis of the bids already obtained by the Department 
of Transport because section 36 of the Public Works Act required that tenders be invited 
by public advertisement. It suggested, therefore, that the City negotiate a contract for 
the dredging, with the payment by the Department being in the form of a contribution to 
the City. 


After further representations by the Department of Transport that the Department 
of Public Works should make a contribution of $45,000 to the City to cover the full cost 
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of dredging not only the access channel but also the mooring basin and berthing area, 


the Treasury Board was approached for authority to make the contribution on this basis 
and such authority was given in J anuary 1963. 


As well as being at variance with the policy with respect to sharing dredging costs, 
the propriety of the charge to Public Works Vote 150 is open to question because of the 
long-standing policy that financial assistance may be given to outside organizations only 


from parliamentary appropriations specifically provided, or clearly intended, for such 
assistance, 


82. Construction of ferry landing facilities for provincial government. For a number 
of years it has been the general policy of the Department of Publie Works to regard the 
landing facilities at either end of a ferry service linking an intra-provincial highway as 
the exclusive responsibility of the province concerned. Two departures from this policy 
in 1962-63 attracted attention. 


In the early part of the fiscal year the Department sought Treasury Board authority 
to enter into a contract for major wharf improvements at Les Eboulements, Que. The 
Board noted that a significant part of the proposed expenditure—at least $100,000 of the 
accepted tender of $575,000—would relate to the construction of a loading facility for 
the ferry service operating between Iles aux Coudres and Les Eboulements, which is 
subsidized by the Canadian Maritime Commission. Accordingly, while the Board 
authorized the Department to enter into the construction contract, it was suggested 

that the Province of Quebec should be asked to make a capital contribution which would 
bear a direct relationship to the cost of the facilities being provided in connection with 
the ferry service. Several months later the Department informed the Board that the 

Province had shown a reluctance to participate financially in the provision of the 

improved facilities. The Board directed that in future instances of a similar nature the 
Department was to approach the province concerned at the outset and obtain an under- 

taking regarding “an appropriate financial contribution”, in order that the Board might 
be “in a more favourable position to assess the merits of the planned work”’. 


In the second case referred to above, tenders were called in 1961 for the construction 
of terminal facilities at Matane, Quebec, for a proposed ferry service between Matane 
and Godbout. Treasury Board approval of entry into a contract was initially withheld 
because it was felt that an exception should not be made to the general policy with 
regard to facilities for intra-provincial ferry operations. Eventually, however, “since 
‘some commitment had been given to the private interests, on which basis they undertook 
substantial commitments related to the acquisition of a vessel and the construction of 
the Godbout terminal”, the Board reluctantly approved proceeding with the project. 
They directed, however, that “the expenditure involved was definitely the limit of federal 
assistance to this service, and wished it to be made very clear that no operation subsidy 
payment would be made”. The terminal facilities were completed during the year under 
review at a cost of $171,557. 

Notwithstanding the Board’s previous direction as to the limits of federal assistance 
to this service, executive authority was granted in August 1963 for entry into a three-year 
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agreement with the company operating the ferry, for a subsidy of $50,000 for 1963, 
$40,000 for 1964, and $30,000 for 1965, with a recapture clause for amounts earned in 
excess of $39,400 per annum. 


83. Cost of constructing additional wharf. In 1955 the Department of Public Works 
constructed a wharf at Desbiens, Quebec, at a cost of $10,828. While title to the site of 
the wharf had been acquired by the Department, control of the approach remained 
vested in the municipality, which undertook to maintain the roadway at its own expense. 
In 1958 the Department was requested to provide a new wharf at Desbiens, at a location 
approximately 1000 feet distant from the structure built in 1955, because access to the 
existing wharf had been closed to the public by the municipal authorities. The Depart- 
ment was not prepared to expropriate the approach to the existing wharf because of 
local feeling, nor was it prepared to build a new wharf, and matters were allowed to 
stand until 1961. In that year, without having sought or obtained the approval of the 
Treasury Board, the Department agreed to build a new wharf at the site suggested in 
1958, provided it could obtain clear title to all the necessary properties, and by March 31, 
1963 costs of $11,808 had been incurred. In the meantime, efforts to sell the first wharf 
for its salvage value, through Crown Assets Disposal Corporation, were unsuccessful. 


84. Radar equipment acquired but not put into service. In 1958-959, airway and 
airport surveillance radar systems were placed in commission at 15 Canadian airports in 
order to provide improved facilities for air traffic control. The individual installations 
required considerable construction at some airports in order to provide accommodation 
for the radar terminal equipment in the control towers, and related facilities. 

At the Lakehead Airport, due to the nature of the terrain, it was found necessary 
to install the surveillance system on a height of land about 12 nautical miles from the 
airport and to have a communication link to relay the radar information from there to 
the airport control tower. In March 1959 the Department of Transport acquired a 
microwave radar relay system at a cost of $182,000 to provide the necessary link between 
the surveillance system and the airport control tower. As space in the terminal building 
was not available to house all the airport radar equipment, it was decided to construct a 
temporary building at the remote site to accommodate some of the equipment and to 
provide a link to the airport control tower by radio circuit until such time as the 
terminal building facilities were enlarged to accommodate all the radar terminal equip- 
ment. It was regarded as impracticable to put the microwave link into service until this 
had been done. 

At March 31, 1963, four years after acquisition of the microwave radar relay 
system, it was still in storage, and the preparation of working drawings and tender 
documents for enlarged terminal facilities had not yet reached the final stage. It would 
now appear that at least five years will have elapsed between the time of acquisition of 
the microwave system and its being put into service. Thus, equipment valued at $182,000 
and of a kind subject to rapid technological improvement will have remained in storage 
for five years because of failure to provide necessary equipment accommodation. 
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85. Expenditure arising out of accident resulting from improper installation of air 
traffic control equipment. On March 26, 1962 a Trans-Canada Air Lines airplane, while 
taxiing at the Montreal International] Airport, came into contact with a precision 
approach radar reflector which had been recently installed close to the edge of the holding 
area beside the runway. Subsequently the airline presented a claim to the Department 
of Transport for costs of $82,552 “attributable to engine ingestion of temporary P.A.R. 
aluminum reflector and post’. Payment of the claim was authorized by the Governor in 
Council on an ex gratia basis, the charge being to the Transport appropriation for 
“Airport and Other Ground Services—Operation and Maintenance” (Vote 145). 

An investigation by the Department revealed that the reflector giving rise to the 
accident had, with other reflectors, been installed at a distance of only 25 feet from the 
side of the runway instead of at the distance of 50 feet recommended by the equipment 
manufacturer and approved by departmental headquarters, Furthermore, the poles 
supporting the reflectors had been temporarily installed with their bases above the 
prescribed height because the surface of the ground was frozen at the time. The accident 
occurred because the outboard engines of the aircraft involved in the accident, which 
were lower than the reflectors, projected about 33 feet from the side of the runway 
when its wheels were on the edge of the paved area. 


86. Montreal International Airport construction costs. In 1953 preliminary planning 
by the Department of Transport indicated that expenditure of about $6 million would 
be required for the construction of an air terminal building and a separate “finger” 
building at the Montreal International Airport. The concept of a separate “finger” 
building was abandoned in the face of adverse criticism by prospective commercial users 
of the facilities, some of whom also criticized the inadequacy of space provided for 

their use. 

In July 1954 two firms of architects were engaged to work jointly on the project and 
were instructed to have specifications for the new terminal building ready for tender by 
March 1955, considerably in advance of what would have been expected normally in 
connection with a project of this magnitude. The revised plans prepared by the architects 

differed materially from those originally contemplated and the cost of the project was 
estimated at $11 million, including $1.5 million for the “fingers” which were now to be 
extensions of the terminal building itself. 
! In order that the work could proceed with a minimum of delay, and notwithstanding 
the fact that final decisions had not been reached with regard to a number of important 
matters, it was decided that the work could be divided into a number of stages and 
separate contracts awarded for each stage. It was felt that this approach, rather than 
having a contract for the entire project placed with one contractor who would sub- 


| contract for a number of construction stages, would enable the architects to work on the 
| detailed specifications for one stage while work was proceeding on the previous one. It 
“was also hoped that a saving could be effected through the placing of individual contracts. 
‘The contract for the first construction stage was authorized in August 1955; and the 


terminal building was substantially completed and opened to the public in December 1960. 
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Total costs actually incurred in the construction of the terminal building and 
related facilities had amounted to $30,591,000 at March 31, 1963, as follows: 


Terminal building ......2++ceveceeccseehetneceessnarsnsegegeveranap esr nnews ss aeus s $22,348,000 
Fingers and acroquay ....ecseeceeceeeceesseceecenecen etn eeecsnceescensesceserenes 6,048,000 
Furnishings, et. ....ccecsecccccececccnccccsecsceccccscstercssetecrsseerssscencces 676,000 
Architects’ fees and eXPeNS€S ........cceeece cer ece concen cereccesreccessesccasenes 1,519,000 


$30,591,000 


Reasons underlying these heavy costs, far in excess of those estimated, have been 
reviewed by the Department with us, the principal reasons advanced being: 


(a) the undertaking was the first of such magnitude undertaken by the Department and 
raised a number of problems which were either under-estimated or unforeseen in the 
planning stage because of the size and complexity of the project; 


(b) it was considered necessary to proceed with the various stages of the work as rapidly 
as possible without, in some cases, having complete plans available (a result was that 
prices covering much of the work had to be obtained through negotiation with the 
contractors already on the job, rather than through tendering) ; 


(c) construction took place during the period when the first major thinking was going into 
the planning of terminal buildings to be used by jet aircraft, and this was responsible 
for a great many changes in the planning as work proceeded, making advance cost 
estimates unrealistic; and 


(d) the architects fell behind schedule in their preparation of plans. 


87. Catering contract, Montreal International Airport. In March 1960 the Depart- 
ment of Transport invited public tenders for the rental of the restaurant and other 
dining facilities in the new terminal building at the Montreal International Airport, on 
the basis of a percentage of gross revenue from sales of food and beverages. Three of 
the bids received were given serious consideration, two being from large, well-established 
concerns in the catering field. The third, which contained a slightly better offer than the 
other two, came from a group of Montreal citizens with varied backgrounds, including 
some experience in restaurant operations, who proposed to incorporate a company to 
operate the facilities if they were successful in obtaining the concessions. 

Executive approval was given in August 1960 for entry into an agreement with this 
eroup but only on condition that it, at its own expense, furnish, equip, and decorate the 
cocktail lounge and bar and spend a minimum of $350,000 as the initial cost of furnishing, 
equipping and decorating the several concessions. The condition was agreed to by the 
group. 

The group thereupon formed themselves into a limited company and signed a lease 
indenture dated January 31, 1961. The indenture contained the condition referred to 
previously and in addition required that the specified amount of at least $350,000 to be 
spent on furnishings, ete., was to be evidenced by certified copies of receipted vouchers 
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furnished to the Department within 60 days of the effective date of the lease. This 
requirement was not met and the Department later explained to the Audit Office that 


a general awareness of what had been installed made it seem unnecessary to invoke the 
relevant clause. 


Financial statements produced by the company to the Department in May 1961, 
giving the financial position at the date of the lease indenture, revealed that the com- 
pany was proceeding to make commitments for expenditures called for in the lease, but 
it was also revealed that the company was under-capitalized in that only $150,000 equity 
capital had been introduced. Interim financial statements provided to the Department 
by the lessee as at July 31, 1961, 1.e., after six months operation under the lease, revealed 
that: 


(a) no further equity capital had been introduced, 
(6) $73,000 had been borrowed by the company, 
(c) there was a deficiency of working capital, and 


(d) furniture and fixtures had been largely obtained on credit, 


Although partially reorganized in July 1961, the financial position of the company 
continued to deteriorate. Operations for the first eight months to September 30, 1961 
resulted in a loss which was in excess of the paid-in equity capital. Financial statements 
prepared as at June 30, 1962 revealed that further losses had occurred without any addi- 
tional equity capital having been introduced. 


On October 1, 1961 the company ceased to make the rental payments to the 
Department called for by the lease indenture and these were not resumed until almost a 
year later. Following a general assessment of the situation in F ebruary 1962, the Depart- 
ment decided that a proposal made by the company for a major re-writing of the lease and 
a substantial reduction in the operation of the facilities was unacceptable and that the 
only solution to the situation was to seek a successor by direct negotiation. The Depart- 
ment therefore invited proposals from the two well established catering concerns whose 
bids had also received consideration in March 1960. One of these concerns showed interest 
‘In taking over the catering company provided that “the Department would make some 
adjustments both with respect to the financial crisis which had developed and the fee 
formula for continued operation of the restaurant”. With the Department’s approval the 
‘concern entered into discussions with the directors of the company holding the catering 
et: However, before much progress could be made by this concern, the directors and 
principal shareholders of the company holding the catering contract suddenly sold out 
their interest in the company to a fresh group of local citizens in October 1962. 
| In November 1962, after current rental payments had been resumed, but without 
reducing the backlog of indebtedness, the new directors of the company holding the 
catering contract came forward with a proposal that the basis for the payment of rental 
in so far as food sales were concerned be substantially adjusted downward and made 
tetroactive to February 1, 1961, the effective date of the basic lease indenture. 
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Notwithstanding the unsatisfactory performance of the lessee company over the 
two years of its operation, the Treasury Board early in 1963 approved the financial 
reductions sought by the new directors and the Department was authorized to amend 
the lease indenture retroactively on that basis. Although it is obvious that this will result 
in a substantial reduction of the company’s unpaid indebtedness to the Department, 
which amounted to $167,400 at March 31, 1963, the actual amount of the reduction has 
not yet been finally determined by officers of the Department. 


88 War Veterans Allowances. In the 1962 Report (paragraph 103) attention was 
directed to the application of the War Veterans Allowance Act and Regulations. We 
reported the following anomalies: (1) that mortgages receivable and agreements for 
sale were not considered as personal property, thus allowing awards of allowances to 
many applicants who would not qualify if their assets were in another form; and (11) that 
proceeds from the sale of a recipient’s home were not considered to be personal property 
for a year after the date of sale, even when a new residence was purchased shortly after 
his former home was sold, thus allowing the continuation of payment of allowances in 
cases where the recipient was in possession of assets in excess of those permitted by 
the Act. We reported also that action was seldom recommended by the War Veterans 
Allowance Board to enforce the provisions of the Act and Regulations relating to 
penalties or imprisonment, or both, for making false or misleading statements or failing 
to disclose pertinent information which might have a bearing on the amount of an 
award. In this regard we pointed out that no legal action had been taken in 57 cases 
(there were 30 additional cases in 1962-63) referred to the Board by this Office. Our con- 
cluding comment in respect of this situation was: “unless the Act 1s amended to provide 
heavier penalties which the Board is prepared to enforce, deliberate deceptions of this 
type can be expected to continue’. 

These comments are reiterated as the unsatisfactory situation continues. In fact, 
there has been an increase in the number of persons and amounts affected because of 
an amendment (1962, c. 11) to the Civilian War Pensions and Allowances Act which 
provides for payment of the same allowances to certain civilians. 

Another problem encountered concerns income of children where children are 
involved in awards. The Table of Allowances (Schedule A of the Act) sets out in 
column III thereof the maximum total annual incomes, including allowances, which 
the various classes of recipients are permitted to receive. The Board has directed that 
income from any source that is received by a W.V.A. recipient for or on behalf of 
dependent children does not constitute part of the recipient’s income, and that income 
of children is not to be considered a factor in making awards to any recipient, other 
than an orphan recipient. The directive stems from an opinion to this effect given by 
the Director of Legal Services of the Department of Veterans Affairs based on the fact 
that where the spouse is recognized as the dependent (Classes 2 and 4), column III of 
the schedule shows the total permissive income followed by the words “total for veteran 
and spouse” whereas where the child is recognized as the dependent (Class 3) the 
amount appears without restrictive or qualifying wording; thus, for this class, it was 
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concluded, no income other than that of the recipient was intended to apply. However, 
it is the Audit Office view that, since an increased allowance for maintenance is payable 
because of the child, income in respect of the child (excluding income exempted by the 
Act) should be taken into account when determining the amount of war veterans 
allowance to be awarded. 

Moreover, section 6 of the Act specifically exempts family allowances, additional 
allowances payable under the Pension Act in respect of children, mothers’ allowances 
and provincial and municipal relief to dependent children; therefore, by implication it 
would appear that all other income in respect of children is intended to be assessable. 

On the basis of a clarification given to the Board by the Director of Legal Services 
as to the distinction between money paid to a recipient because that recipient has a 
child (income of the recipient) and money paid to a recipient on behalf of a child 
(income of the child) the Board, when granting an allowance to an individual receiving 
unemployment assistance has on occasion exempted a portion of that income on the 
grounds that it represents income of his child. Similarly, instances have been noted 
where a portion of a workmen’s compensation award to a war veterans allowance recipient 
with a child has been exempted because it was considered by the Board to be income of 
the child. The presence of dependent children is of course a factor governing the amount 
of an allowance given under the Unemployment Assistance Act or an award made under 
workmen’s compensation legislation. However, it does not follow that a portion of the 
allowance or award can be considered income of the children. Indeed, in the case of social 
assistance, payments of assistance that can be regarded as income of children are not 
acceptable as shareable under the Unemployment Assistance Act. Obviously, it is 
illogical to regard the portion of an unemployment assistance payment to the head of a 

household, which relates to his dependent children, as income of the children for purposes 
of war veterans allowance and as income of the head of the household for purposes of 
unemployment assistance. Therefore, if in law this portion is income of children, it has 
been illegally shared by the federal government under the Unemployment Assistance 
Act; if not, its exemption as income of a recipient of war veterans allowance is wrong. 

Last year we reported that by an amendment to the Regulations, which declared 
that $10 of the old age security pension ($20 in the case of a married couple each receiv- 
ing the pension) was to be considered exempt income, there was a departure from the 
long established principle that old age pensions and war veterans allowances were 
parallel payments and that the exemption, in effect, increased the amounts of allowances 
‘and annual income ceilings of a group of war veterans allowance recipients whose incomes 
had by statute been adjusted substantially just eight months previously. 
| The increase of $10 in the old age pension which came into effect on October 1, 1963 
has, like that granted on February 1, 1962, been declared by regulation to be exempt 
income for purposes of the War Veterans Allowance Act, thus further augmenting the 
‘income of recipients thereunder who are over 70 years of age. An item is included in 
Supplementary Estimates (D), 1963-64 (Vote 45d—Veterans Affairs) which provides 
‘that, effective October 1, 1963, for purposes of the War Veterans Allowance Act and 
Part XI of the Civilian War Pensions and Allowances Act, the old age pension of $75 
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per month shall be deemed to be $55 per month. The effect of this item, if enacted, will 
be to give parliamentary sanction to the exemption of these increases. 


39. Civilian war pensions and allowances. Reference was made in the previous 
paragraph to Part XI, Civilian War Pensions and Allowances Act which came into effect 
last year. This legislation makes available to designated groups of civilians associated with 
the war effort the same allowances that are available to war veterans. It is pointed out 
that the Old Age Assistance Act, the Blind Persons Act and the Disabled Persons Act 
contain provisions that no payment may be made to a recipient of an allowance under 
the War Veterans Allowance Act but do not prohibit payments to recipients of civilian 


war allowances. 


90. Veterans’ hospitals and institutions. In last year’s Report (paragraph 104) we 
pointed out that hospitals and institutions operated by the Department of Veterans 
Affairs, originally established to take care of veterans requiring treatment for war service 
disabilities, were presently being occupied to a considerable extent by domiciliary care 
cases and war veterans allowance recipients. These two classes respectively accounted 
for 40% and 21% of the total patient days in these hospitals and institutions in 1961-62, 
whereas disability pensioners accounted for only 177%. We reported that during 1961-62 
the average cost of maintaining patients in active treatment hospitals was $18.76 per 
day compared with $9.63 per day in non-active treatment centres, and we also referred to 
the fact that the cost per in-patient day of operating departmental hospitals and 
institutions had risen by 44.4% in the five-year period from 1956-57 to 1961-62. We 
concluded our comments with the suggestion that reappraisal of the Department’s role 
in the operation of hospitals seems desirable in view of: 


(a) the declining numbers of pensionable disability cases being cared for; 
(b) the rising cost of operating hospitals; 


(c) the increasing use of expensive active treatment facilities for housing domiciliary care 
cases; and 


(d) the introduction of provincial hospital insurance plans under which most of the War 
Veterans Allowance recipients are insured. 


In 1962-63 the proportion of patient-days accounted for by domiciliary care cases 
and war veterans allowance recipients rose slightly to 41% and 22% respectively, while 
that for disability pensioners remained at 17%. The cost of operating departmental 
hospitals and institutions was $49,884,000 compared with $46,771,000 in 1961-62. The 
ficure for 1962-63, however, included $2,717,000 for the cost of medical services provided 
to the hospitals by part-time doctors, an expense incurred but not allocated to hospital 
operations in previous years. On a comparative basis, therefore, the increase in the 
cost of operations in 1962-63 was $396,000 over that for the preceding year. Based on 4 
total of 2,545,552 in-patient days (2,453,514 in active treatment hospitals), the average 
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cost per patient day of maintaining patients in 1962-63 was $20.21 in active treatment 
hospitals (including $1.10 for medical services of part-time doctors) compared with 


$10.88 in non-active treatment centres. Thus the situation outlined in last year’s Report 
remained substantially unchanged during 1962-63. 


91. Employment of part-time doctors by Department of Veterans Affairs. In para- 
graph 106 of last year’s Report attention was drawn to an administrative problem 
resulting from the extensive staffing of Department of Veterans Affairs hospitals with 
part-time doctors retained on a negotiated fee basis, with no clearly defined terms of 
employment, to complement a nucleus of full-time medical personnel employed by the 
Department. The problem related to the status of funds derived from fees for services 
provided by the medical staff to patients who had been admitted to the hospitals on a 
paying basis, and this had become of greater significance because of the growing volume 
of paying patients arising out of the broadening of the treatment regulations in recent 
years. The Department, while forbidding full-time salaried employees to participate, had 
permitted the part-time doctors to make billings for services to such patients—encouraging 
them, however, to use the proceeds for purposes that would benefit the hospitals in which 
they were employed ( although at some hospitals the part-time doctors formed associations 
to bill patients and divided the proceeds among themselves and in some instances full-time 
doctors became sharing members). 

We reported last year that the Department had proposed that a solution to the 
problem might be the creation of a special fund under its control to which would be 
credited the proceeds from fees for services rendered paying patients by both the part- 
time and full-time doctors, the proceeds to be used for purposes specified by the Depart- 
Ment, including the purchase of books for the hospital library and payment of expenses 
incurred by the hospital staff while attending scientific or similar meetings of benefit to 
the hospital. The Audit Office view was that, although there appeared to be merit in this 
approach in comparison with the former procedure, in that the Department would be in a 
better position to control the situation, parliamentary authority would be required for 
the establishment of the special fund as the proceeds from this source were public moneys 
and the Department’s proposal would not meet the requirements of the Financial 
Administration Act regarding their disposition. Our reasons for this view were: (a) full- 
time doctors are public servants and any fees deriving from their services with the Depart- 
ment are public revenues, (b) there was no evidence that the annual negotiated fees for 
part-time doctors were to be with respect only to services rendered to patients entitled 
to free treatment, and (c) moneys collected arose from services undertaken in depart- 

ental hospitals using hospital facilities. We reported that the matter had been directed 
the attention of the Treasury Board and that the general problem and the Depart- 
nent’s proposed solution were under study by the Board. | | | 
i «The Treasury Board’s study resulted in the issuance of Order in Council P.C. 
a 890 of June 13, 1963. This Order makes it clear that departmental payments to 
he “half-day” doctors are for services rendered to all persons admitted under the 
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provisions of the Veterans Treatment Regulations except those admitted under sections 
13, 14, 23, 24 and 25 (the paying classes of patients) and also makes available depart- 
mental facilities, without charge, to doctors employed under the Order for the treatment 
of paying patients. Thus the part-time doctors remained in the position of being able to 
bill patients under the payment sections. 

While the Order removes doubts regarding some aspects of the problem, in that it 
sanctions the use by part-time doctors of departmental facilities without charge and 
clearly defines the terms and basis of employment of the part-time doctors, it does not 
recognize the fact that there 1s no practical way to distinguish between the amount of 
service rendered paying patients by part-time doctors on the one hand and full-time 
doctors on the other. Services provided such patients, nominally assigned to part-time 
doctors, almost inevitably involve the services of full-time salaried practitioners. Thus, 
in effect, there is a government subsidy: either to the part-time doctor, if he bills in 
accordance with the provincial schedule of medical fees for the treatment given 
(including treatment by salaried departmental medical officers) ; or to the patient, if the 
fee billed by the “half-day” doctor is reduced to allow for services provided by salaried 
departmental officers (since this reduction would not be available to him in other 
hospitals). 

An associated administrative problem, which has existed for some time and was not 
resolved by the Order referred to above, relates to the determination of time spent in 
hospitals to arrive at the number of half-days of attendance which forms the basis of the 
departmental payment to part-time doctors. This Order, as did previous Orders, provides 
that payment for professional services rendered shall be on the basis of a fee for “each 
half-day of attendance or the equivalent thereof”. The Department has, however, never 
paid fees on the basis of actual time worked, having always regarded the half-day basis 
more as an administrative device than an actual method of control. Indeed, the recent 
Order makes the keeping of time records almost impracticable since it requires that the 
time spent in the hospital be allocated between service to paying patients and service to 
patients for whom the Department is directly responsible. While payments to the 
doctors are made monthly, ostensibly on the basis of attendance or services rendered in 
the month, in practice the “half-day” doctor is engaged on the basis of an annual 
honorarium the amount of which is negotiated between the doctor and the Department 
based on the Department’s estimate of the value of the services to be rendered and the 
funds available for these purposes. Thus the “half-day” payment to a doctor may not 
bear any close relationship to the time actually spent in providing the services. 


92. Awards under the Pension Act. In the 1960 Report (paragraph 72) attention 
was drawn to the difficulty in determining whether certain payments under the Pension 
Act, particularly those in respect of discretionary and compassionate awards and awards 
to persons in a dependent condition, are in conformity with the Act, and also to certain 
apparent inconsistencies in the Act. In the 1962 Report (paragraph 107) we quoted the 
recommendations made by the Standing Committee on Public Accounts, in its Fifth 
Report 1961, and reported the reaction thereto of the Canadian Pension Commission. We 
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then suggested that consideration be given to amending the legislation with a view to 
eliminating the inconsistencies. Attention is now drawn to two cases noted during the 


year under review which further illustrate the inconsistencies arising under this 
legislation. 


With respect to persons in a “dependent condition” but in possession of large 
amounts of personal property, testimony before the Public Accounts Committee in 1961 
indicated a change in policy respecting assets and, in fact, a committee set up by the 
Commission to consider the operation of section 38 of the Act had decided that persons 
in possession of assets in excess of $6,000 (exclusive of a personally-owned home) were 
not to be considered as being in a “dependent condition”. While this purportedly became 
the policy of the Commission, a review by the Audit Office revealed that it was not 
uniformly applied and a March 1962 award is cited by way of illustration. A mother 
applied for a “dependent parent award” under section 38(3) of the Act with the 
circumstances reported by the departmental investigator to be: that her soldier son, 
before his death in 1945, had assigned $20 per month of his pay to her; that she was not 
employed and had exhausted her unemployment insurance benefits ; that she had no 
income, other than free room and board from her daughter and son-in-law; and that she 
had expenses of $45 monthly. Also reported, however, was the fact that she had recently 
sold her home and turned over to her son-in-law $19,500 as an interest-free loan with 
no repayment terms set forth. Although such an amount, invested in a Government 
annuity, would have yielded her approximately $130 monthly—more than the maximum 

prescribed by the Act—the Commission approved an award of $50 monthly. 

In the second case, a pension award appears to run counter to sections 40(1) and 
45(2) of the Pension Act. Section 40(1) provides that no person shall be awarded more 
than one pension in respect of death and section 45(2) provides that reinstatement of a 

pension which has been discontinued because of remarriage may only take place if death 
of the husband occurred within five years of the date of remarriage. A “widowed mother” 
“was awarded a “dependent parent pension” under the provisions of section 38(3) of the 
Act in 1944. In 1946 she remarried and, under the provisions of section 45(1), the award 
was discontinued. After 13 years of this marriage the husband died and the widow 
applied for reinstatement of the pension but was informed that under the provisions of 
‘section 45(2) this was prohibited. Further representations were made and, after recon- 
‘sideration by the Commission, the following decision was recorded: 


/ 


“It was agreed that a woman who has lost her right to pension by virtue of the provisions 
| of section 45(2) may apply in respect of another child under section 38. Mrs. . . tines 
| lost two sons in the services, and hence she is now entitled to apply for pension under 

section 88 in respect of the second son.” 


She was now considered to be the “widowed mother” dependent of the second son and 
another award was made effective September 1, 1960 and, although the recipient returned 
to employment in October 1961, the award continues in effect at the —_ of $100 meeareig 4 

It is not clear to us if decisions such as those cited above are in accord with the 


intent of Parliament. 
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93. Educational program costs. Reference was made in last year’s Report (paragraph 
108) as well as in the 1961 Report (paragraph 82) to the costs of educational leave 
granted under the provisions of the Civil Service Regulations then in effect, and the 
view was expressed that the inclusion of such costs with salaries and expenses of employees 
on duty in the various departments was not conducive to effective parliamentary control 
over the expenditure. 

The Regulations made under authority of the new Civil Service Act which came 
into force on April 1, 1962 make no provision for the payment of salary during periods of 
educational leave, but provide that a deputy head may grant leave without pay for not 
longer than three years to an employee for educational purposes related to the needs 
of the department. 

Pending a review and clarification of the government’s policy on educational leave 
with full or partial pay the Treasury Board, in July 1962, directed that departments 
should grant the employees concerned leave without pay to attend university pursuant 
to the Civil Service Regulations, and that where the deputy head is of the opinion that 
an employee who has been granted such leave without pay warrants some assistance from 
public funds during training, submissions indicating the reasons why financial assistance 
is warranted and requesting payment of allowances in lieu of full or partial salary should 
be submitted to the Treasury Board. An instance where a recipient of “educational 
leave”, who had been granted such an allowance, was under the mistaken impression that 
he was on official duty, is given in paragraph 74. 

As in previous years, the cost of financial assistance to persons on educational leave, 
‘n the form of allowances in lieu of salary, living allowances, tuition fees, book allowances, ~ 
and travelling expenses was included with the cost of salaries and expenses of employees 
on duty in the various departments, and the accounts do not show the cost of the 
educational program as such. We discussed this matter with officers of the Department 
of Finance who informed us that they propose to give consideration to it with a view to 
showing educational program costs separately in the Public Accounts. 


94. Overpayments of salary. Rates of pay for the civil service are established under 
the authority of sections 11 and 12 of the Civil Service Act, which read: 


“11. The Governor in Council, after the Commission has had an opportunity of con- 
sidering the matter and after considering any recommendations made by the Commission, 
shall 


(a) establish rates of pay for each grade; and 
(b) establish the allowances that may be paid in addition to pay. 


“12. The rates of pay for grades shall consist of minimum rates, maximum rates and 
one or more intermediate rates, or such other rates as may in any special cases be 
appropriate.” 


The Treasury Board, acting for the Governor in Council, by T.B. 598360 of July 26, 
1962 established a rate of pay for an individual employee in excess of the authorized 
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rates for the employee’s grade, with effect from January 1, 1961. This conflicted with a 
ruling given by the Minister of Justice in 1929 to the effect that the Governor in Council 
had no power under the old Civil Service Act to approve of rates of compensation which 
would raise the salaries of a few persons in a class; in other words. the class was to be 
dealt with as a whole if at all. As the new Civil Service Act had come into force on 
April 1, 1962, the question was again referred to the Department of Justice and the 
Deputy Attorney General expressed the opinion on June 7, 1963 that sections 11 and 12 
of the present Act do not authorize a rate of pay to be established for a particular person 
or employee in a grade, or in respect of a particular position in a grade, in excess of the 
rates established for that grade. 

A copy of this opinion was sent to the Central Pay Office on June 17, 1963 (the 
Department of Finance and the Civil Service Commission were advised by the Depart- 
ment of Justice) but the employee was still receiving excess salary in October 1963. 

Copies of the Deputy Attorney General’s opinion were sent to the Secretary of the 
Treasury Board and to the Comptroller of the Treasury on August 12, 1963, in con- 
nection with a Treasury Board Minute of May 9, 1963 which established special rates of 
pay for three grades in the class “Collector, Customs and Excise”, and directed that pay- 
ment at the special rates be made to certain employees in these grades. The employees 
concerned were still being paid at the special rates in October 1963. 


95. Granting of sick leave to employees prior to retirement. An opinion was given 
by the Deputy Minister of Justice in 1930 to the effect that, since sick leave is granted 
for the purpose of enabling an employee to resume his duties in the public service, it 

could not properly be granted to an employee if his department had information that he 
would not be able, or did not intend, to return to duty at the termination of such leave. 

The opinion expressed in 1930 stood until 1963. A case was observed of an employee 
who had gone on sick leave in December 1961 and was being permitted to remain in that 
status until the normal retirement date in June 1963, although the employing depart- 
ment had received a medical opinion late in 1962 that the employee would never recover 
‘sufficiently to return to duty. When the matter was raised with the Deputy Minister of 
Justice, he pointed to the provision of section 47 of the Regulations made in accordance 
with the Civil Service Act, 1961, c. 57, which permits a deputy head who is satisfied that 

an employee is unable to perform the duties of his position because of sickness or injury 
to grant leave of absence with pay “to the extent that such leave has been earned by 
that employee in accordance with the provisions of the Regulations”. The Deputy 


Minister gave the following as his opinion: 


“There is nothing in the present Act or Regulations to prevent a deputy head from 
i exercising his discretion by granting an employee such sick leave as he or she has accumu- 
lated, where it appears that the employee may not in fact, for reasons of health, be able 
to return to his or her duties in the Civil Service. Of course, if the employee does not 
intend to return to such duties, even if restored to health, that is a fact that ought to be 
taken into consideration by the deputy head in deciding whether or not to exercise his 
discretion in favour of granting leave.” 


OOO —<x«<_ = — — 
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In June 1963 the Audit Office informed both the Chairman of the Civil Service 
Commission and the Secretary of the Treasury Board of the opinion expressed by the 
Deputy Minister of Justice and each was asked if the opinion conformed to his under- 
standing of the policy intended to be applied. The former replied that it was the inten- 
tion of the Commission to examine the desirability of continuing the practice which 
had been followed for many years and that if it were concluded that this should be the 
case, consideration would be given to the most appropriate means of achieving it. The 
Secretary of the Treasury Board snformed us that the Board had expected that the 
provisions of the Civil Service Regulations which had remained unchanged when the 
present regulations became effective on April 1, 1962 (no change was involved in the 
discretionary aspect of sick leave) would continue to be interpreted and administered 
as they had before. He also stated that the Board expected that the discretionary feature 
of sick leave would be applied in such a way “as to avoid conflict with the disability 
allowance provision of the Public Service Superannuation Act”. 


96. Identical tenders. In Paragraph 114 of last year’s Report (and in paragraph 77 
of the 1961 Report) reference was made to identical bids received by the Department 
of Public Works for the supply of incandescent lamps and fluorescent tubes to meet the 
needs of various federal buildings throughout Canada. Last year, after commenting on 
other cases of identical tenders which had also been observed in our examination of 
departmental records during the year then under review, it was stated that we had sug- 
gested to officers of the Combines Branch that it might be desirable were all identical 
tenders received by government departments, Crown corporations and other agencies to 
be listed each year by the Combines Branch in the annual report made by the Director 
of Investigation and Research to the Minister of Justice under section 44 of the Com- 
bines Investigation Act. 

Following the tabling of my 1962 Report, the Director informed us that he did not 
feel that he would be justified in accepting this suggestion. His view was that where 
certain economic facts exist, such as “a relatively small number of sellers and a homo- 
geneous product”, identical tenders or prices of themselves are not sufficient evidence of 
collusion to warrant commencing an inquiry, and he felt that the publication of identical 
tenders received by departments and agencies of the Crown might lead to an assumption 
on the part of the public that they were to be regarded with suspicion, and were pub- 
lished because they raised some serious question as to their legality under the Combines 
Investigation Act. He was accordingly unwilling to take the initiative in providing details 
which might give rise to such an inference and felt that the adoption of a policy of 
publishing identical tenders in some form would be a matter for the government rather 
than the Director to decide. 

Since the close of the year under review, the Treasury Board has expressed concern 
to departments that equally low bids in respect of a number of products frequently come 
to its attention and has indicated an intent to give further consideration to the situation. 
On November 14, 1963 the Board decided that a uniform policy should be established and 


ara 
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to that end directed that, in future, when identic 
tracts, regardless of amount, should be referred 
tractor. The Board stated that the only products 
are milk products where prices are controlled by 


al bids are received, all proposed con- 
to the Board for selection of the con- 
which are exempt from this procedure 
provincial authorities. 


97. Losses reported in the Public Accounts. Section 98 of the F inancial Administra- 
tion Act directs that “every Payment out of the Public Officers Guarantee Account and 
the amount of every loss suffered by Her Majesty by reason of defaleations or other 
fraudulent acts or omissions of a public officer, together with a statement of the circum- 
stances, shall be reported annually in the Public Accounts”. 

The statements of losses included in the Public Accounts for 1962-63 were examined 
and it was ascertained that every loss during the year, which had been observed in the 
audit as being of a nature requiring to be reported in the Public Accounts in accordance 
with the foregoing direction, had been included in the listings. Losses in departments 
other than the Post Office numbered 26 and amounted to $136,116. Of these, 13 involving 
$88,335 were recovered in full during the year, and partial recoveries of $4,932 were 
obtained in other cases. Losses suffered by the Post Office Department numbered 141 and 
amounted to $75,460. Of these, 107 to a total of $44,270 were recovered in full and partial 
recoveries totalled $12,007. 


98. Non-productive payments. Paragraph 71 of the Fifth Report 1961 of the Public 


~ Accounts Committee reads: 


| 


“The Committee gave consideration to the extent to which it felt it would wish to be 
informed regarding non-productive payments in future. Although it recognized the difficulty 
that would be involved in defining a ‘non-productive payment’, it came to the conclusion 
that information regarding such payments would be of value, and it accordingly requests 
the Auditor General, in his future annual reports to the House of Commons, to include 
listings of any such payments that might have come to his notice in the course of his 
audit.” 


In accordance with the request contained in the foregoing observation, a listing is 
given, as Appendix 1 to this Report, of the payments that, in the absence of a precise 
definition, might be regarded as non-productive in character which were observed in 
the course of the audit of expenditures for the fiscal year 1962-63. 


Summary of Assets and Liabilities 


99. The Statement of Assets and Liabilities as at March 31, 1963, with comparable 
figures at the end of the preceding year, prepared by the Department of Finance for 
inclusion in the Public Accounts and certified by the Auditor General in accordance 
with section 64 of the Financial Administration Act, is reproduced as Exhibit 2 to this 


Report. 
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Assets 


100. The following table lists the assets at March 31, 1963, by main headings in the 
Statement of Assets and Liabilities, in comparison with the corresponding balances at 


the close of the two previous fiscal years: 
March 31, 1961 


Ciarrent, Aagete salu cGws «sr omeees camera ce $ 784,348,000 
Advances to the Exchange Fund Account 2,024,000,000 


Sinking fund and other investments held 


for retirement of unmatured debt .... 17,018,000 
Loans to and investments in Crown cor- 

DOTALIONS: wasn piss aeuwheecs <= acne. 3,614,188,000 
Loans to national governments .......... 1,378 ,196,000 
Other loans and investments ............ 1,035 651,000 
Becumties. hei. “im tise: 2. aoe meme, 30,048 ,000 
Deterred Charged: accrucclenes «wen eee 733,702,000 
Suspense, BCCOUNLS. ..4/34 ante oes oes @ heen ols 136,000 
Inactive loans and investments ..... pete 94,824,000 

EL Ota) s FASBGIS. (conde seawiaeh eo cure 9,712,106,000 
Less—Reserve for losses on realization of 
RSET OL eta esa es eo Eom ne eerste mene 546,384,000 


Net \Assets® {7 roe ee ee $ 9,165,722,000 


March 31, 1962 


$ 1,246,016,000 
1,793,000,000 


19,432,000 


3,985,330,000 
1,339,797,000 
993,863,000 
25,837,000 
727,826,000 
136,000 
94,824,000 


10,226,061 ,000 
546,384,000 


$ 9,679,677,000 


March 31, 1963 


$ 820,271,000 
2,736,000,000 


22,312,000 


4,468,119,000 
1,210,777,000 
1,110,655,000 
26,016,000 
936,644,000 
136,000 
94,824,000 


11,425,754,000 
546,384 000 


$ 10,879,370,000 


101. Current assets. The balances included under this heading at March 31, 1968, 
with the comparable balances at the close of the two previous years, were: 


March 31, 1961 


ee a ae ee ee ee ae ne, Mee eee: $ 486,760,000 


Departmental working capital advances and 
revolving funds: 


Agricultural commodities stabilization ac- 


CORIEE cs Seca ae oe See een oe eee 90,198,000 
Defence production revolving fund .... 15,651,000 
Other cc i5 5 cae eas. cee. 65,234,000 

171,083,000 
Securities held for the securities investment 
BOCGUNE, 4. caiicas wabrae dundee voenes wook . Paks 101,454,000 
Other current assets 


ee ee ee) eee eee 25,051,000 


$ 784,348,000 


March 31, 1962 


$ 895,321,000 


132,783,000 
27,297,000 
63,300,000 

223,380,000 


94,608,000 
32,707,000 


$ 1,246,016,000 


March 381, 1963 


$ 511,347,000 


139,043,000 
39,068,000 
65,156,000 

243,267,000 


33,480,000 
32,177,000 


$ 820,271,000 


| 
( 
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The $139,043,000 balance of the Agricultural Commodities Stabilization Account at 
March 31, 1963 was $6,260,000 greater than the corresponding amount at the end of the 
preceding year, the difference being more than accounted for by the increase of $16,861,000 
in the inventory of butter held by the Agricultural Stabilization Board offset, in part, by 
a decrease of $9,311,000 in the inventory of pork products. 


The increase of $11,771,000 in the Defence Production Revolving Fund was mainly 
accounted for by progress payments of $8,136,000 made to various suppliers in connection 
with the production of CF-104G aircraft to be supplied to European nations under the 
Mutual Aid Program. 


The decrease of $61,128,000 in the balance of the Securities Investment Account was 
accounted for by (a) a decrease of $50,458,000 in the temporary holding of securities of 
Canada by the Minister of Finance under the authority of section 17 of the Financial 
Administration Act, and (6) the sale of $10,670,000 of the securities received by the 
Minister of Finance on February 21, 1962 on assignment from the Canadian Arsenals 
Limited Pension Fund, with the approval of the Governor in Council. As mentioned in 
last year’s Report (paragraph 118) the assignment arose upon the transfer to the Public 
Service Superannuation Account of the ability for the payment of pensions to pensioners 
and former contributors to the fund. Under the terms of this transfer, the Minister of 
Finance credited the Public Service Superannuation Account with the proceeds derived 
from the securities sold during the year. At March 31, 1963 there remained $1,488,000 
of the securities to be sold. 


102. Advances to the Exchange Fund Account. This Account is operated by the 
Bank of Canada on behalf of the Minister of Finance, and advances are made by the 
Minister from time to time within the maximum ($3,000,000,000 at March 31, 1963) 
authorized by the Governor in Council under section 23 of the Currency, Mint and 
Exchange Fund Act, R.S., c. 315. The advances to the Account at each year-end are 


Included in the Statement of Assets and Liabilities at their total, less repayments, with 


a parenthetical note giving the market value of the investments from the advances. 
Thus at} March 31, 1963 the amount shown for “Advances to the Exchange Fund 
Account” was $2,736,000,000, being the total of the advances less repayments, whereas 
the market value of investments from advances was $2,757,046,000, indicating an unre- 


_ corded surplus of $21,046,000. By comparison, at the close of the two previous years there 


were unrecorded deficiencies of $33,310,000 at March 31, 1962 and $154,042,000 at March 
31, 1961. 

A summary of the transactions in the Account for its financial year ended December 
31, 1962 is included in paragraph 175 of this Report. 


103. Sinking fund and other investments held for retirement of unmatured debt. 
This item represents the investments held for the sinking fund maintained with respect 
to Newfoundland loans which were assumed under the Terms of Union. 
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104. Loans to and investments in Crown corporations. The following table lists these 
loans and investments at March 31, 1968, with the comparable balances at the close of 


the two previous years: 


March 31, 1963 


March 31, 1961 March 31, 1962 


$ 1,701,029,000  $ 1,802,806,000 


Central Mortgage and Housing Corporation $ 1,510,711,000 


Canadian National Railways ..........-- 1,092,590,000 1,165,039,000 1,439,328,000 
The St. Lawrence Seaway Authority .... 339,927,000 368,216,000 390,888,000 
Farm Credit Corporation ...........s2ee. 155,754,000 209,971,000 268,968,000 
National Harbours Board .........+-++++- 172,770,000 178,743,000 192,579,000 
Northern Ontario Pipe Line Crown Corpo- 

ASE a1 ieee abana etihe de lal nid te using rap giay 460-1) 123,750,000 119,035,000 110,555,000 
Atomic Energy of Canada Limited ...... 60,930,000 65,827,000 53,258,000 
Canadian Overseas Telecommunication Cor- 

poration 2... 55 ieee ard Coat bites + eer ee 31,686,000 37,918,000 49,321,000 
National Capital Commission ..........:+- 25,232,000 31,478,000 40,906,000 
Export Credits Insurance Corporation .... 10,000,000 15,288,000 34,955,000 
Polymer Corporation Limited ..........-. 30,000,000 30,000,000 30,000,000 
Northern Canada Power Commission .... 26,463,000 26,158,000 19,003,000 
Other obalancesi io...) 5 cA CA is aa 34,375,000 36,628,000 35,552,000 


Se EEE 


$ 3,614,188,000  $ 3,985,330,000 $ 4,468,119,000 


The increase of $102 million in the amount shown for Central Mortgage and 
Housing Corporation during the year ended March 31, 1963 was largely accounted for 
by advances of $137 million, less repayments of $69 million, pursuant to section 22 of the 
Central Mortgage and Housing Corporation Act, R.5., c. 46, together with advances of 
$45 million, less repayments of $7 million, in respect of Federal-Provincial projects. 


The increase of $274 million in the amount shown for Canadian National Railways 
was accounted for by advances of $303 million under Canadian National Railways 
Financing and Guarantee Acts and by a further investment of $19 million in 4% pre- 
ferred stock in the company pursuant to section 6 of the Canadian National Railways 
Capital Revision Act, R.S., ¢. 311, less a repayment of $3 million by Trans-Canada Air 
Lines, and reductions of $41 million and $4 million as a result of charging to expenditure 
the temporary loans made to the Canadian National Railways and its subsidiary, Trans- 
Canada Air Lines, to meet their 1962 “income deficits”. 


Further loans of $7 million to The St. Lawrence Seaway Authority during the year 
under review, plus an additional $16 million for deferred interest on loans, accounted 
for the increase of $23 million during the year to bring the investment in the Authority 
to $390,888,000 at March 31, 1963 (see paragraph 158). 

The $110,555,000 of loans to the Northern Ontario Pipe Line Crown Corporation 
at March 31, 1963 were repaid in full by the Corporation in May 1963 following the sale 
of the Northern Ontario section of the all-Canadian natural gas pipe line. 


105. Loans to national governments. Th 
these loans at March 31, 1963 in com 
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of the two previous years: 


France 
India 


Netherlands 


United 


Other countries 


SRR sis bey cea os cee. 


an oe Se eee Oe ee eS SO Oe ew 


March 31, 1961 


$ 36,912,000 
143,650,000 
29,546,000 
74,013,000 
1,091,544,000 
2,531,000 


$ 1,378,196,000 


$ 


March 31, 1962 


34,605,000 
135,200,000 
24,831,000 
68,850,000 
1,074,476,000 
1,835,000 


$ 


1,339,797 ,000 


March 31, 1963 


$ 32,298,000 
67,600,000 
20,117,000 
32,130,000 

1,057,045,000 
1,587,000 


$ 1,210,777,000 
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e following is a listing of the balances of 
parison with the corresponding balances at the close 


The reductions totalling $129 million during the year ended March 31, 1963 were the 
result of the continued orderly repayment of each of the loans as the instalments fell 
due, together with special repayments by the Governments of France and the Netherlands. 


106. Other loans and investments. The balances comprising this asset item at March 


31, 1963, with the comparable balances at the end of the two previous years, were: 


Subscriptions to capital of and working 


capital advances and loans to 
national organizations 


inter- 


Less—Reserve for conditional benefits .. 


Loans to provincial governments 


cee eee ereee 


Balances receivable under agreements of 


sale of Crown assets 
Temporary loans to Old Age Security Fund 


Loans 


mission 


see ee ee oe eee e ene eeee 


to Unemployment Insurance Com- 


S04 S40 618 Cis 80H 4.0 FOE 8 OMA OC 6 He DR Oe ee 


Oe es oe TREE OS SPS Se ae HOO 


March 31, 1961 


$ 631,127,000 
199,644,000 
33,552,000 
166,092,000 
98,372,000 


12,094,000 
17,283,000 


67,000,000 
43,683,000 


$ 1,035,651,000 


$ 


$ 


March 31, 1962 


659,936,000 
207,953,000 
30,598,000 
177 355,000 
97,879,000 


10,622,000 


48,071,000 


993,863,000 


$ 1,110,655,000 


March 31, 1963 


$ 693,998,000 
224,486,000 
28,467,000 
196,019,000 
116,818,000 


8,303,000 
41,679,000 


53,838,000 


The following is a listing of the balances comprising the $693,998,000 shown for the 
first item in the above table as at March 31, 1963: 


Subscriptions to capital: 


International Monetary Fund 
International Bank for Reconstruction and Development 


International Development Association 
International Finance Corporation 


Working capital advances and loans 


69960-3—64 


SSCRS SAAD SABRE HP HCO KC CERO KR HSHOA eC CHSC ee eee aes Oe es S&S 


ee 
SPRKORSE AAAS DEO DS AP HEKRPEAS SRO Dees DSS 


. 
oer eer eweereeewr ee ee eee er ee eeeeeeeeeereeeeeeeee 


Savas eeeeeeeceeeseBPesesevaweinesseasancitganen cee 
. 


$ 577,250,000 
80,483,000 
24,927,000 

3,522,000 


686,182,000 
7,816,000 


$ 693,998,000 
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During the year ended March 31, 1968, Canada’s subscription to the International 
Monetary Fund was increased by $13 million, through the issue of additional non-interest 
bearing notes, as a result of revaluation of the Canadian dollar portion of the subscrip- 
tion based on the rate of exchange for the United States dollar at January 31, 1963. 

The $41,679,000 of temporary loans to the Old Age Security Fund at March 31, 
1963 represented the deficit resulting from transactions up to that date in the special 
account provided for by section 11 of the Old Age Security Act, R.S. 200. The following 
is a summary of the transactions relating to the Fund during the past three years: 


1960-61 1961-62 1962-63 
Collections of tax 
CW BALON fii hoc he es See Sd a ene oa $ 270,231,000 $ 284,879,000 $ 302,239,000 
On personal IncOMES ........--cescseecesecces 229,400,000 258,950,000 273,650,000 
On corporation INCOMES ..... 21. cee eens eee ne 103,500,000 100,125,000 115,250,000 
603,131,000 643,954,000 691,139,000 
Payments of pensions under the Act ............ 592,413,000 625,107,000 734,382,000 
Surplus or (deficiency) during the year ........ 10,718,000 18,847,000 (43,243,000) 
Preceding year’s balance brought forward ...... (28,001,000) (17,283,000) 1,564,000 


Balance at credit or (debit) at year-end ...... $ (17,283,000) $ 1,564,000 $ (41,679,000) 


The loans to the Unemployment Insurance Commission in 1960-61, on the security 
of Government of Canada bonds, were repaid in full during the fiscal year ended March 
31, 1962 (see paragraph 181). 


107. Securities held in trust. The $26,016,000 total of balances comprising this item 
in the Statement is represented by securities held for the following accounts: contractors’ 
securities, $9,435,000; guarantee deposits in respect of oil and gas permits, $6,515,000; 
guarantee deposits in respect of customs duties and excise taxes, $4,226,000; securities 
held for pilots’ pension funds, $3,803,000; and other, $2,037,000. 


108. Deferred charges. The balances included under this heading at March 31, 1963, 
with the comparable balances at the close of the two previous years, were: 


March 31,1961 March 31,1962 March 31, 1963 


Unamortized portion of actuarial deficiencies— 


Canadian forces superannuation account ...... $ 326,300,000  $ 326,300,000 $ 524,849,000 


Public Service superannuation account ....... 276,661,000 276,661,000 276,661,000 

Royal Canadian Mounted Police superannuation 
BOOGIE. 5.440004 64s CVO 4D SEEK ee ce eee 3,933,000 3,033,000 
602,961,000 606,494,000 8065 043,000 


Swat ice ete sit 130,741,000 121,332,000 131,601,000 


$ 733,702,000 $ 727,826,000 $ 936,644,000 
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The amounts appearing under the heading “unamortized portion of actuarial defi- 
ciencies” represent the balances of amounts set 


entries were made for the purpose of increasing 
superannuation accounts, including an additional entry of $198,549,000 in the Canadian 
Forces Superannuation Account during the year under review. 


In paragraphs 124 and 
125 the Audit Office view is again restated that t] 


1ese bookkeeping entries should not 
have been made and that, instead, the actuarial deficiencies should have simply been 
disclosed by means of a Note to the Statement of Assets and Liabilities, 


The item “Unamortized loan flotation costs’ records the unamortized portion of the 
cost of discounts and commissions incurred in the issuance of loans. The following is a 
summary of the transactions for the year under review: 


Balance, April 1, 1962 


ib hey ae we ae ae Ce Bs SUG Beek Has ius wae vewunedcdecd $ 121,332,000 
Add: 
Costs incurred in issuing new loans dnsmetbecyearn{y. ie. liege geek 50,751,000 
Adjustments due to cancellations, exchanges, conversions and additional issues 
TE ae an uk Eb spleen» vecoknans isa, «4.8 GRE, 2,214,000 
174,297,000 
Deduct: 
Amortization charges included in 1962-63 PERPOMUGG.s,. 8s ious eee 42,696,000 
RR Rh BOG i « OGD. G408 Ae» viv anrcicwan uxicue donate Vad meumbdien $ 131,601,000 


109. Suspense accounts. The $136,000 shown for this item on the assets side of the 
Statement represents the balance, unchanged during the year under review, of the 
Cheque Adjustment Account, which reflects the total of the individual balances that 
remained unadjusted in the process of reconciling payments to the chartered banks for 
redemption of paid cheques with the relative amounts as subsequently determined. 
The balance includes amounts relating to the fiscal years 1942-43 to 1960-61. 


110. Inactive loans and investments. The $94,824,000 shown for this item in the 
Statement at March 31, 1963, unchanged from the two previous years, comprised the 
following balances: 


Loan to China, in 1946, under the Export Credits Insurance Act ...............-.. $49,426,000 
Loans to Greece and Roumania, in 1919, for the purchase of goods produced in 
a as ae ee paae pata ida uaa ee 30,854,000 


Balance arising out of implementation of guarantee, given under the Export Credits 
Insurance Act, of loans by chartered banks to Ming Sung Industrial Company 
(carrying prior guarantee by the Government of China) ..............e.eeeeee 14,470,000 


Loan to Province of Saskatchewan, in 1908, for the purchase of seed grain ...... 74,000 


$94,824,000 
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Tnabilities 
111. The following table lists the liabilities at March 31, 1963 by main headings in 


the Statement of Assets and Liabilities in comparison with the corresponding balances 
at the close of the two previous fiscal years: 


March 81, 1961 


Current and demand liabilities .......... $ 1,147,561,000 $ 1,234,081,000 $ 1,631,338,000 
Deposit and trust accounts .......++++++: 239 ,667 ,000 266 624,000 225,203,000 
Annuity, insurance and pension accounts 3,955,510,000 4 245,942,000 4,747 ,017,000 

Undisbursed balances of appropriations to 
special accountS ......-eseeeeeeeeeeee 104,493,000 115,135,000 119,952,000 
Deferred credited i india. ed. Ol eae Ske 79,073,000 94,991,000 107,739,000 
Suspense accOUNtS ......eeeee eee eeeeees 8,618,000 5,305,000 6,055,000 
Unmatured debtecuk. .+-.0245 045 dee ar eves 16,067 915,000 16,945,736 ,000 17,961,836,000 
$ 21,602 837,000 $ 24,799,140,000 


112. Current and demand liabilities. The balances comprising this item in the State- 
ment at March 31, 1963, in comparison with the corresponding balances at the close of 


the two previous years, were: 


March 31, 1961 


Non-interest bearing notes payable to the 
International Monetary Fund and the In- 


March 31, 1962 


$ 22,907 ,814,000 


March 381, 1962 


March 31, 1963 


March 31, 1963 


ternational Development Association ...$ 383,660,000 $ 372,032,000 $ 757,284,000 
Ateounts “payable «nf eden eer en ae 221,396,000 280,711,000 267 364,000 
Outstanding Treasury cheques ............ 251,741,000 265,658,000 266,409,000 
Tnterest: “ACCME? oi como wees «Sea ce ate 154,016,000 174,601,000 196,974,000 
Other balances, G4). cic <nvieedils cert cma shee 136,748,000 141,079,000 143,307,000 


$ 1,147,561,000 


113. Deposit and trust accounts. The following is a listing of the balances included in 
this item at March 31, 1963 in comparison with the corresponding balances at the close 


of the two previous fiscal years: 


March 31, 1961 


$ 1,234,081,000 


$ 1,631,338,000 


March 31, 1962 March 31, 1963 


Deposits by Crown corporations ............+- $ 19,400,000 $ 24,175,000 $ 30,004,000 
Indian: trost TUNG. 4s xswaeane~ gee oKel Se cee 28,516,000 28,523,000 28,877,000 
Post, (fine Savings Hank’. vos vc hack ones come ae 28,513,000 27,365,000 25,880,000 
Cantractare aldbaeks 3, is .es save ieee oe 15,365,000 17,793,000 17,724,000 
Rote Nereis NOG! \..ciubacns setae mms deacons 16,117,000 16,117,000 16,117,000 
Contractors -BeCUTILY GEDOSIIA ie cia ccase ss cxa oa 21,804,000 18,003,000 13,025,000 

Canadian Pension Commission (Administration 
Erle LOWE). cs ces be uaieudite oe aot ne eee ee 10,980,000 12,087,000 13,024,000 
Gusrantes* depose one). 25 2. SIE. PAA a ee 13,758,000 10,403,000 12,505,000 

Instalment purchase of bonds by public service 
BRUT OO oo clea ss ect ee a aa Oke eae pares ene 11,845,000 12,416,000 12,297,000 
wuer Daiancey AV. foots cerns eke ee rer eee 73,369,000 99 742,000 55,750,000 
$ 239,667,000 $ 266,624,000 $ 225,203,000 
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The accounts of the Korean Operations Pool are maintained by the Australian 
Government and record the expenditures incurred by the Commonwealth countries which 
had participated in the Korean war, and the apportionment of these expenditures among 
the countries according to their respective shares. The balance of the account, as shown 
in the above table, represents the amount available towards settling the remainder of 
Canada’s share of the expenditures when all other participating governments have sub- 
mitted their billings to the Pool and a final accounting is made. 

The $55,750,000 shown for “other balances” at March 31, 1963 represents the total 
of 82 balances, including: National Harbours Board special accounts, $7,855,000; Cana- 
dian National Railways Income deficit account, $7,635,000; veterans’ trust funds, 
$7,276,000; Army Benevolent Fund, $6,013,000; United States of America, $5,902,000; 
deferred pay of Armed Forces personnel, $3,196,000; common school funds, $2,678,000; 
and National Research Council special fund, $2,013,000. 


114. Annuity, insurance and pension accounts. The balances making up this item 
at March 31, 1963, in comparison with the corresponding balances at the close of the two 
previous years, are given in the following table: 


March 31, 1961 March 31, 1962 March 31, 1963 


igovernm@iént “annuities ................-- $ 1,199,123,000 $ 1,235,305,000 $ 1,264,436,000 
Public Service Superannuation Account ..  1,468,848,000 1,586 ,929,000 1,724,116,000 
Canadian Forces Superannuation Account  1,155,333,000 1,279 ,239,000 1,605,797,000 
SPP TRIRELOOE fb A Rae cscs poses ccencs 132,206,000 144,469,000 152,668,000 


$ 3,955,510,000 $ 4,245,942,000  $ 4,747,017,000 


The following is a summary of the transactions in the Government Annuities Account 
during the year under review: 


ee ee $ 1,235,305,000 
Add: 
EE ELT TD, A a Pe ee $ 37,532,000 
SO ee Soe eee ETT eee Tee ETS Pet Criss ae 47,415,000 
84,947,000 
1 320,252,000 
Deduct: 
Vested annuity and commuted value payments and refunds 55,399,000 
Transfer to Revenue of the excess over Fund valuation .. 417,000 
55,816,000 


Balance; March 31, 1963 2.......... ccc eects eee eeeueeeeeees $ 1,264,436,000 
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A summary of the transactions in the Public Service Superannuation Account during 
the year ended March 31, 1968 is as follows: 


Balance, April 1, 1962 ........0cceceee cence nwescnsenesnce $ 1,586,929,000 
Add: 
Contributions by “particijiahis;.... sass 2 ipa Sees eevee ins $ 68,401,000 
Contributions by Government ..... n.s.sseasveeu eee sees 53,966,000 
Interest crédite UR SAGs FG. PRR re tet 66,362,000 
Other ceredita «x «ss .< se Bmmre ca qs eels peeeeee tae 274,000 
a 189,003 ,000 
1,775,932 ,000 
Deduct: 
Annuity paymenis 2.2 PRs 0. eee ee, Vee eee ee was 43 586,000 
Withdrawalsof contributions !q.ihel hCG Bs e- = aes 7,564,000 
CED EPs CHAP IER WK sass save iw die eerie el oe eet ae eee eee 666,000 
a 51,816,000 
Balance, March $1, 1963 ..c5...60.0<50s5 mee eee ne mee oor $ 1,724,116,000 


A comment is made in paragraph 124 regarding the composition of the balance at credit 
of this Account. 

The following is a summary of the transactions in the Canadian Forces Superannua- 
tion Account during the year ended March 31, 1963: 


Balance,"April 1, 1962 7.4.88 55.8 «elaine s Petts ce ens ewes es $ 1,279,239,000 
Add: 
Contributions. bvuparticipante. << ..¢ace anatee eae $ 34,458,000 
Contrbutions by Goverment. ....2.2 «2.005. aes wae eee eee 58,103,000 
Trterest. “Credits? < .aicn o ss ets « soe dee ore x reece ee ete es 53,085,000 
Actuarial adjustment (contra, “deferred charges” account) 198,549,000 
Chtherticréedits «ASL Ge...B. . < A Oe, rnc = 314,000 
344,509,000 
ie 1,623,748,000 
Army SPAVMents: 20 cut, 9. ie oes fears a he nee meee 9,915,000 
Gratuities and withdrawal allowances ..............eee00- 7,968,000 
roe wiieres oe as pecs oa be ses ee eee meee 68,000 
17,951,000 
Balanes, March SI" iiGaoe eee ce cee ee tee ee eee $ 1,605,797,000 


A comment is made in paragraph 125 regarding the actuarial adjustment in this Account 
during the year and the composition of the balance at credit of the Account at the 
year-end. 

Included in the $152,668,000 shown for “other balances” at March 31, 1963 in the 
table given above with respect to the item “annuity, insurance and pension accounts”, is 
the $14,636,000 uninvested portion of the Unemployment Insurance Fund on deposit 
with the Receiver General. A summary of the transactions in the Fund during the year 


under review, in comparison with the corresponding amounts for the two previous fiscal 
years, 18 given in paragraph 181. 
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_ 16. Undisbursed balances of appropriations to special accounts. The following is 
a listing of the balances comprising this item in the Statement of Assets and Liabilities, 
compared with the corresponding balances at the close of the two previous fiscal years: 


March 31,1961 March 31,1962 March 31, 1963 


Colombo Plan Fund TOMS EW. OE. MW ALCO, be $ 67,533,000 $ 77,626,000 $ 85,325,000 
Railway Grade Crossing Fund .............._. 34,050,000 33,754,000 26,703,000 
National Capital Fund ........................ 2,810,000 3,660,000 6,776,000 
National Centennial Fund .................... 1,000,000 
OER eee. .hdd.. OG 19h, Leoiie 100,000 95,000 148,000 


$ 104,493,000 $ 115,135,000 $ 119,952,000 


During the year ended March 31, 1963 an amount of $41,500,000, provided by 
Department of External Affairs Vote 55, was credited to the account for the Colombo 
Plan, while expenditures totalling $33,800,000 were charged to the account for aid given 
to countries in South and South-East Asia. 

Amounts totalling $5,833,000, provided under section 265 of the Railway Act, c. 234, 
R.S., and Department of T ransport Vote 212, were credited to the account for the Rail- 
way Grade Crossing Fund during 1962-63, while expenditures totalling $12,884,000 were 
incurred in aiding in the cost of installing protective devices at railway grade crossings, 
grade separations and reflective markings on the sides of railway cars. 

During the year ended March 31, 1963 an amount of $8,616,000, provided by Depart- 
ment of Public Works Vote 220, was credited to the account for the National Capital 
Fund, while amounts totalling $5,500,000 were charged to the account for payments to 
the National Capital Commission to finance the cost of capital projects approved by 
the Governor in Council. 

A comment regarding the $1,000,000 at the credit of the National Centennial Fund 
at March 31, 1963 is made in paragraph 151 of this Report. 


116. Deferred credits. The following is an analysis of this item at the close of the 
1962-63 fiscal year and the two previous years: 
: March 31,1961 March 31, 1962 March 31, 1963 


Deferred interest on loans to The St. Lawrence 


petway Vindiorityo!o.). 5). all. Us a $ 19,427,000 $ 33,716,000 $ 49,388,000 
Deferred interest on loans made under the United 

Kingdom Financial Agreement Act, 1946 ...... 44,174,000 44,174,000 44,174,000 
Credits arising from the recording of agreements 

ee rr 9,955,000 8,772,000 6,743,000 
Equity in agency account of Crown Assets Dis- 

eS ETE, ae re 4,929 000 7,242,000 5,884,000 
CIETY es ss he sv co Memon s 588,000 1,087,000 1,550,000 


$ 79,073,000 $ 94,991,000 $ 107,739,000 


The only significant change during the year was the increase of $15,672,000 in the 
deferred interest on loans to The St. Lawrence Seaway Authority. This deferred interest 
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is payable by the Authority over a 46-year period commencing in 1964, along with 
repayments of principal (see paragraph 158). 


117. Suspense accounts. There was no appreciable change in this item on the 
liabilities side of the Statement during the year ended March 31, 1963. The year-end 
figure of $6,055,000 included balances of $1,358,000 for the unclaimed cheques account 
and $1,122,000 for the National Defence replacement of materiel account. During the 
year, credits to the latter account totalled $840,000 for the proceeds of sales to other 
countries, pursuant to section 11 of the National Defence Act, while an amount of 
$1,114,000 was charged for the procurement of replacement materiel. 


118. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1963, in comparison with balances outstanding at the close of the two previous years, is 


as follows: 
March 81, 1961 March 381, 1962 March 31, 1963 


Bonds 
Payable insCanad@. oc ceniins ues cae $ 14,002,751 ,000 $ 14,930,571,000 $ 15,385,847,000 
Payable i London 2-5 sos 14 csae te eee 31,989,000 31,990,000 34,584,000 
Payable in’ ‘New Work?) i020" ae" 98,175,000 98,175,000 376,405,000 
; 14,132,915,000 16,060,736 ,000 15,796,836 ,000 
Treasury Bills (not exceeding 180 days) .. 1,935,000,000 1,885 ,000,000 2,165,000,000 


$ 16,067,915,000 $ 16,945,736,000  $17,961,836,000 


The increase of $455 million in the debt payable in Canada is the amount by which 
new borrowings of $3,834 million during the year exceeded redemptions of $3,379 million 
of prior issues. Canada savings bonds accounted for $1,712 million of the new borrowings 
and $1,185 million of the redemptions. 

The increase of $278,230,000 in the bond debt payable in New York resulted from 
a new security issue in the principal amount of $270,000,000 due October 15, 1987, with 
interest at 5%, together with a year-end adjustment to the ruling rate of exchange. 

Issues payable in London were valued on the basis of £1 Sterling =$3.027 Canadian 
while those payable in New York were valued at $1 U.S.=$1.08108 Canadian. 

It has always been the practice to include Treasury Bills and bonds maturing within 
the ensuing fiscal year in the amount shown for “unmatured debt” along with issues 
maturing at later dates. In addition to Treasury Bills of $2,165,000,000 shown in the 
above summary as maturing within 180 days, the following issues, all payable in Canada, 
fall due within the current fiscal year: 


B0en tr 1060 dae April], 2005. 5 cs os ats soap ke ee eae en eae ee ee ee $ 12,802,000 
Loans of 1961 and 1062 due Apri) 1, 1068 .. 00.55. 045 oe kee as ome hae Kn Shae eea 300,000,000 
Loans of 1061 due fume 2; 1063 510005... 00... alceee te. pee eeees «nee ee 275,000,000 
Canada Savings Bonds of. 1952 die Aniqust. 1.1985 aus «saeco cat car ook ee 19,203,050 
Paghth Viewory Loan due October lL 10e) . 11,5045 scum neve en shane whee eye eee 223,020,200 
Loan of 1000 dite December 16,1965... cc aa ec eee peers ss core eee 300,000,000 


Loan of 1963 due Pebruary 1, 1064 ..v. «. See. eee ih tie ae 125,000,000 


$ 1,255,025,250 
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Net Debt 


119. With the Liabilities amounting to $24,799,140,000 (paragraph 111) and the 
Assets to $10,879,370,000 (paragraph 100), the Net Debt at March 31, 1963 was 


$13,919,770,000. The following is an analysis of the Net Debt Account for the year under 
review: 


EE $ 13,228,137,000 
Add—Deficit for the fiscal year 1962-63: 
Bape emee MLS SIO MLN a desecieeliaswr. cadeiteds $ 6,570,342,000 
POMS Bitiniiny lel itm. ovis dvds iavdware wemecde 5,878,709,000 
———_—_—_—_—_ 691,633,000 
ORGS Oe Het LSet eae a lia ae Miata Ae, $ 13,919,770,000 


Contingent Liabilities 


120. A note on the Liabilities side of the Statement of Assets and Liabilities gives 
the totals of the several classes of contingent liabilities outstanding at the year-end 
and makes reference to the appendix to the Public Accounts (Volume I, page 180) 
where details are to be found. 

The following is a summary of the main contingent liabilities with determinate 
amounts which were outstanding at March 31, 1963, in comparison with the correspond- 
ing amounts at the close of the two preceding years: 


March 31, 1961 March 31, 1962 March 31, 1963 


Insured loans made by approved lenders 
under the National Housing Act, 1954 ..$ 3,017,404,000 $ 3,640,000,000 $ 4,123,000,000 
Railway securities guaranteed as to prin- 


ee | 1,672,634,000 1,636,100,000 1,381,361,000 
Deposits maintained by chartered banks in 

paoel er mada? COI BOO Sa 656,295,000 696,008,000 741,870,000 
Guarantees under Export Credits Insurance 

CN EE IS ET PETE en Pe 109,934,000 291,700,000 333,646,000 
Loans made by chartered banks to Cana- 

tim wheat besrd 2.23... 2h. ee 125,558,000 113,555,000 80,331,000 
Other contingent liabilities of determinate 

SES ae ney ee ee ee 89,783,000 66,299,000 73,998,000 


$ 5,671,608,000 $ 6,443,662,000 $ 6,734,206,000 


Among the contingent liabilities of indeterminate amount is that in respect of loans 
made by approved lending institutions under National Housing Acts prior to the 1954 
Act. 


Comments on Assets and Liabilities 


121. Section 64 of the Financial Administration Act requires that there be included 
in the Public Accounts “a statement, certified by the Auditor General, of such of the 
assets and liabilities of Canada as in the opinion of the Minister [of Finance] are 
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required to show the financial position of Canada as at the termination of the fiscal 


year”. 


122. The Statement of Assets and Liabilities at March 31, 1963 was prepared by 
the Department of Finance on the same basis as in previous years, the following explana- 
tion concerning this basis being included in the introduction to the Public Accounts: 


“With certain exceptions, taxes and revenues receivable, revenue and other asset 
accruals and inventories of materials, supplies and equipment are not recorded as assets 
(except when these are held as charges against working capital accounts or revolving funds) 
nor are public works and buildings or other fixed or capital assets. Following the principle 
that only realizable or interest- or revenue-producing assets should be offset against the gross 
liabilities, costs of capital works are charged to expenditures at the time of acquisition or 
construction. Consequently, government buildings, public works, national monuments, 
military assets (such as aircraft, naval vessels, and army equipment) and other capital 
works and equipment are recorded on the statement of assets and liabilities at a nominal 
value of $1 as the value is not considered as a proper offset to the gross liabilities in 
determining the net debt of Canada. 


“On the liabilities side, accrued liabilities (except for interest accrued on the public 
debt) are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the ‘Current and demand liabilities’ 
schedule to the statement of assets and liabilities.” 


The comment was made in last year’s Report (paragraph 139) that, while the State- 
ment of Assets and Liabilities may seem to correspond in appearance to the balance sheet 
of a large commercial undertaking, it is important for the reader to understand that it is 
not a balance sheet within the generally accepted meaning of the term. This is because 
the Statement in its present form omits a number of items which would normally appear 
as assets on a commercial balance sheet, while at the same time including others which 
are of doubtful value. Similarly, certain items appear as liabilities which are not generally 
found as such in commercial practice. The showing of the excess of liabilities over net 
assets as a “net debt’ item on the assets side of the Statement is confusing, and in our 
view the term would be more appropriately used to describe the net result shown by a 
statement exhibiting the gross debt, less recorded assets, at the termination of the 
fiscal year. 

Over the years, as was mentioned in last year’s Report, the Audit Office has sub- 
scribed to the view that little advantage would be gained by attempting to convert the 
central accounting system of the Government from the cash basis to the accrual basis. 
It has recognized that the Executive must know at all times what funds are required to 
be raised to meet expenditures expected to come in course of payment within the 
fiscal year. Parliament in turn must always be basically interested in examining the 
country’s financial needs in terms of cash required when considering budget proposals 
and estimates of proposed expenditures. 

However, as will be evident from some of the following comments in this section 
of the Report, we believe that the Statement and its contents could be improved from 
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the standpoint of clarity and presentation so as to achieve maximum disclosure of 
information for the benefit of Parliament and the public. 


123. Accounts receivable. As explained in the quotation included in the preceding 
paragraph, taxes and other revenues receivable are not recorded as assets in the State- 
ment of Assets and Liabilities. 

Information regarding the total accounts receivable of each department at the 
year-end, in comparison with the corresponding total at the close of the preceding year 
(other than with respect to balances receivable by the Taxation Division of the Depart- 
ment of National Revenue) is given in the several departmental sections of Volume IT 
of the Public Accounts. There is, however, no one place in the Public Accounts where 
information regarding the departmental totals and the substantial over-all total of 
accounts receivable is available. We suggested in last year’s Report that it would be 
informative to Parliament were an appendix giving this information included in the 
Public Accounts in future. 

The following summary of accounts receivable includes the totals given in the 
departmental sections of the Public Accounts at March 31, 1963 together with totals 
of balances receivable as at February 28, 1963 by the Taxation Division, as provided to 
us by that Division: 


Previous Years 


Department Current year Collectable Uncollectable Total 
OME cs ce ane oe ds oe se $ 1,184,198 ¢ 736,331 $ 36,322 $ 1,956,851 
Citizenship and Immigration ... 67,925 256,733 186,346 511,004 
Defence Production ............ 1,115 1,911 259,329 262,355 
a pee yee ree Se kle, I) 100,104 8,495 607 109,206 
I Re ee Ling 5’ a 0.5 203,401 129 18,841 222,371 
National Defence .............. 4 266,901 2,170,985 217,913 6,655,799 
National Health and Welfare .. 698,189 344,815 193,051 1,236,055 
National Revenue— 

Customs and Excise Division 7,923,513* 2,229,997* 10,153,510 

Taxation Division .......... 160,637 ,394* 21,640,427* 182,277,821 
Northern Affairs and National 

FOU, oo ee s-ck Was o'er 99 333 298,870 25,055 423,258 
Bremiee W Oris ceric fd, .......... 713,797 200,324 140,536 1,054,657 
Royal Canadian Mounted Police 311,405 10,904 24,489 346,798 
Trade and Commerce ........ 119,620 8,929 7,784 136,333 
emmmmorese 7rd NC: ss 3,791,841 3,734,192 30,526 7,556,559 
Veterans’ Afiairs (0.000. e565. 3,817,265 2,420,500 800,216 7,037,981 
Other departments ............ 213,054 85,614 51,245 349,913 


$ 184,149,055 $ 10,278,732 $ 25,862,684 $ 220,290,471 


* These totals relate to both current and previous years. 
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The accounts receivable totals shown in the above table were after writing off the 
following uncollectable debts of $1,000 or less deleted from the accounts during the year 
under the authority of section 23 of the Financial Administration Act: 


External Affaire i... 980 000.21. 2 Ls a as Re A $ 14,511 
National Defence |< ssisu .odes cot +s acleules wiplaw ents se St alsa bb a's s sv i De ee oe 22,318 
National Revenue— 

Customs and PExcise Division. ....6.. sue. we cece nee cne seme rere siees se eecmings ane sacs 328,797 

Taxation Division’: «as pscssis QF va beh meee baleen, Pasle he Meal en ee es eee 813,224 
Transport fas cens0a> eee yrsaeeyareube Seite eit bone ES Wert ceed Sa) 7 bor eee ee Pe 15,655 
VWaterana Affaird 2.00. oso o cai we dee eee ees oe ie Dee oa Wee eee eee 95,867 
Other departments .....yes<s:secdepe ces spas tee Mere s Sa a a Ceo BN nice pea es uae wie se 16,568 


$ 1,306,940 


It will be appreciated that whether accounts receivable are kept in memorandum 
form or recorded as an asset in the Statement of Assets and Liabilities, they are none- 
theless debts due to the Crown, and their accurate recording and ultimate collection are 
primarily responsibilities of the departments concerned. While we have again found that 
most of the departments having extensive accounts receivable keep their records accu- 
rately and efficiently, this does not apply in the case of some departments where accounts 
receivable as such are not an important factor. We continue to believe, as was mentioned 
in last year’s Report, this situation to be largely due to the failure of these departments 
to maintain controlling accounts and to provide for an effective internal verification of the 
accounts by officers other than those responsible for keeping the accounts. Such weak- 
nesses in internal control should be remedied in order to reduce the possibility of accounts 
being tampered with and collections misappropriated. 


124. Public Service Superannuation Account. In paragraph 144 of last year’s Report 
and also in earlier Reports reference was made to the extra-statutory “bookkeeping 
entries” aggregating $450 million which were made in 1951-52 and 1960-61 in order to 
increase the balance at credit of the Public Service Superannuation Account to the 
amount of the currently estimated actuarial liability. The offsetting debits were recorded 
in an “asset” account captioned “deferred charge—unamortized portion of actuarial 
deficiency—publiec service superannuation account”. 

In the years 1951-52, 1952-53 and 1956-57 portions of the 1951-52 deferred charge 
of $312 million (in the amounts of $98 million, $25 million and $50 million, respectively) 
were written off to Expenditure, leaving a balance of $139 million at March 31, 1957. 
This was increased to $277 million in 1960-61, when a further entry was made to the 
credit of the Public Service Superannuation Account following the actuarial valuation 
made as of December 31, 1957. 

In previous years’ Reports, we have expressed the view that the Public Service 
Superannuation Account should have been credited (in addition to amounts contributed 
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by participants) only with amounts provided by section 32 of the Public Service Super- 
annuation Act or by special parliamentary appropriations—and that the offsetting book- 
keeping entries should not have been made. In our opinion the actuarial deficiency 
remaining after credits provided for by Parliament had been duly recorded should have 
been fully explained each year by means of a note to the Statement of Assets and 
Liabilities. In his Budget Speech of June 13, 1963, the Minister of Finance indicated his 
concern at the magnitude of the actuarial deficiency, 

The amount of the actuarial deficiency is, in fact, considerably greater than the 
$277 million indicated on the Statement of Assets and Liabilities. This amount continues 
to represent the estimated actuarial deficiency at December 31, 1957. However, in our 
1961 Report (paragraph 59) reference was made to the fact that, as mentioned in a note 
to the Statement of Assets and Liabilities as at March 31, 1961, the balance was not 
adjusted to reflect the additional lability resulting from general salary and pay increases 
during 1960-61, estimated at $80,700,000. Moreover, as mentioned in paragraph 52 of this 
Report, no account has been taken of the considerable (though not officially estimated) 
additional actuarial liabilities that arose between April 1, 1961 and March 31, 1963 as a 
result of salary and pay increases granted from time to time to substantial groups of 
Public Service employees. 


Section 33 of the Public Service Superannuation Act, 1952-53, reads as follows: 


“The Minister shall lay before Parliament at least once in every five years an actuarial 
report on the state of the Superannuation Account, containing an estimate of the extent to 
which the assets of the said Account are sufficient to meet the cost of the benefits payable 
under this Act.” 


The Act is silent as to the remedy to be applied when a deficiency is found to exist, and 
no proposal for dealing with the actuarial deficiency was made when the report on the 
last actuarial valuation was tabled in the House on June 20, 1960. We understand that a 
further actuarial valuation as at December 31, 1962 has been undertaken and is expected 
to be completed by March 1964. 


125. Canadian Forces Superannuation Account. In the last three Reports, references 
have been made to the non-cash or bookkeeping entry of $326,300,000 which gave credit 
to this Account in 1958-59, with an offsetting amount being charged to the “asset” account 
entitled “deferred charge—unamortized portion of actuarial deficiency—Canadian Forces 
Superannuation Account”. 

In 1962-63, following an actuarial valuation as of December 31, 1960, adjusted to 
March 31, 1963, a further bookkeeping credit of $198,549,000 was made, with an offsetting 
charge to the “asset” account referred to above, bringing the additional amounts thus 
included in the balance at credit of the Account to a total of $524,849,000. 

The Audit Office view continues to be that amounts additional to contributions by 
members of the Forces should be credited to the Account only as provided for by 
Parliament—either under section 24 of the Canadian Forces Superannuation Act or by 
special appropriation. As in the case of the Public Service Superannuation Account 
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(paragraph 124) our view is that the actuarial deficiency remaining after recording 
credits provided for by Parliament should be explained each year by means of a note to 
the Statement of Assets and Liabilities. 


126. R.C.M.P. Benefit Trust Fund. Comments were made in last year’s Report 
(paragraph 146) and in that of the preceding year (paragraph 115) regarding the use 
made of this Fund. 

The major outlay from the Fund during the year under review again took the 
form of a distribution to each member of the Force. Individual payments of $35, 
compared with $30 in the preceding year, accounted for a total of $214,000 out of the 
cross expenditure of $216,000. Although it had been expected that the Fund would be 
utilized to a greater extent for the making of loans and grants in appropriate circum- 
stances, little demand for them has materialized and only $315 was paid out on this basis 
during the year. 

The Fund had a balance of $392,510 at March 31, 1963. In addition to cash resources 
of $240,230 on deposit with the Receiver General, and $52,100 (par value) of Dominion 
of Canada bonds in like custody, assets included the $98,350 balance of a loan to a 
members’ recreational organization and $1,830 in loans to individual members. 


127. Members of Parliament Retiring Allowances Account. As forecast in paragraph 
147 of the 1962 Report, disbursements from the Members of Parliament Retiring Allow- 
ances Account in 1962-63 exceeded receipts, resulting in a further reduction of $133,000 
in the balance of the Account which amounted to $1,295,000 at March 31, 1963. 

During the 1963-64 fiscal year substantial changes were made in the Members of 
Parliament Retiring Allowances Act, the effect of which has not yet become apparent. 


Crown Corporations 


128. Section 85 of the Financial Administration Act requires that each Crown 
corporation prepare, in respect of each financial year, a balance sheet, a statement of 
income and expense and a statement of surplus “containing such information as, in the 
case of a company incorporated under the Companies Act is required to be laid before 
the company by the directors at an annual meeting”. 


129. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation, and the report is required to state whether, in 


his opinion: 
(a) proper books of account have been kept by the corporation; 


(b) the financial statements of the corporation 


(1) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
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(11) in the case of the balance sheet, 


; give a true and fair view of the state of the 
corporation’s affairs as at the end 


of the financial year, and 
(iii) in the case of the statement of income and expense, give 


a true and fair view of 
the income and expense of the corporation for the fin 


ancial year; and 


(c) the transactions of the corporation that have come under his notice have been within 


the powers of the corporation under this Act and any other Act applicable to the 
corporation.” 


In addition, the auditor is required to call attention to any other matter falling within 


the scope of his examination that in his opinion should be brought to the attention of 
Parliament. 


130. Section 87 of the Act further requires that the annual report of the auditor be 
included in the annual report of each corporation, and section 85 directs that such annual 
report be laid before Parliament by the appropriate Minister within fifteen days after he 
receives it from the corporation or, if Parliament is not in session, within fifteen days 
after the commencement of the next ensuing session. 


The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Publie Accounts. 


131. Crown corporations are classed as “agency” or “proprietary” in Schedules “C” 
and “D” to the Financial Administration Act. Those in the former class are responsible, 
in general, for the management of procurement, construction, service or disposal activities 
on behalf of the Crown. Those in the latter class are responsible for the management of 
lending or financial operations, or for the management of commercial and industrial 
operations involving the production of or dealing in goods and the supplying of services 
to the public. 


132. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1963: 


Corporation Class Reporting Minister 

Atomic Energy of Canada Limited ............ Agency Defence Production 
Canadian Arsenals Limited .................. Agency Defence Production 
Canadian Broadcasting Corporation ........... Proprietary Secretary of State 
Canadian Commercial Corporation ............ Agency Defence Production 
Canadian National (West Indies) Steamships 

Dae SPO F.C PIONS, 5 ows ataeeh oe Agency Transport 
Canadian Overseas Telecommunication Corpora- 

CMe WEN, SUTOU SD. . CORPO OT. fe SUITES Proprietary Transport 
Canadian Patents and Development Limited .... Agency Defence Production 


Cornwall International Bridge Company Limited Proprietary Transport 
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Corporation Class Reporting Minister 
Crown Assets Disposal Corporation ........... Agency Defence Production 
Defence Construction (1951) Limited .......... Agency Defence Production 
Eldorado Aviation Limited ...........-.esee0 Proprietary Trade and Commerce 
Eldorado Mining and Refining Limited ........ Proprietary Trade and Commerce 
Export Credits Insurance Corporation ......... Proprietary Trade and Commerce 
Farm Credit Corporation .....2..02+esescoe-% Proprietary Agriculture 
The National Battlefields Commission ......... Agency Northern Affairs and 
National Resources 
National Capital Commission ...........+.++: Agency Public Works 
National Centennial Administration ........... Agency President of the Privy 
Council 
National Harbours: Board vs iw. wink .oeeos Agency Transport 
Northern Canada Power Commission .......... Agency Northern Affairs and 
National Resources 
Northern Ontario Pipe Line Crown Corporation Trade and Commerce 
Northern Transportation Company Limited .... Proprietary Trade and Commerce 
Park Steamship Company Limited ............ Agency Transport 
Polymer Corporation Limited and subsidiary 
COMPBNI CB e.Ziesrtnsbeeteneanis > oy > AERO * na ee Proprietary Defence Production 
The St. Lawrence Seaway Authority .......... Proprietary ‘Transport 


Those companies for which the reporting Minister is shown above as the Minister 
of Defence Production are now reported upon to the House of Commons by the Minister 
of Industry. 

The Canadian World Exhibition Corporation was established on December 20, 1962. 
Its accounts will be audited and reported upon for the first time for the period from 
December 20, 1962 to December 31, 1963. 


133. Since the Auditor General has not been appointed the auditor of the following 
Crown corporations and other similar public instrumentalities, their accounts were not 
examined by him during the year under review: 


Corporation or Instrumentality Class Reporting Minister 

Bank niet anads. caus tpetomaiut hie afettes Finance 
Canadian National Railways .................. Proprietary ‘Transport 
The Canadian National Railways Securities 

ASB iv dapetiniell ss & 5 temas Aaa eee Proprietary Transport 
The Canadian Wheat Board ...... .-aseemett an Trade and Commerce 
Central Mortgage and Housing Corporation .... Proprietary Public Works 
Industrial Development Bank ................ Finance 


Trans-CanadasAin Lines 20 Lawatt .thoetiomsnlaes Proprietary Transport 
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134. The paragraphs that follow treat, in turn, with the various corporations audited 
by the Auditor General. In each case, an introductory comment describes briefly the 
origin of the corporation and the nature of its activity, and this is followed by comments 
regarding the Crown’s equity in the corporation, a summary of the operations for the 
financial year in comparison with the preceding year, and any other matter which it is 
felt might be of interest to the House of Commons. 


135. Atomic Energy of Canada Limited. This company was incorporated in 1952 
under the Companies Act, 1934 pursuant to the authority contained in the Atomic 
Energy Control Act, R.S., ¢. 11, to carry out research and development in nuclear power 
technology and allied fields and to promote uses of atomic energy. 


The head office of the company is in Ottawa. Nuclear reactors and major research 
and development laboratories are maintained at Chalk River, Ontario. A Commercial 
Products Division, located in Ottawa, is responsible for the sale of beam therapy units, 
radio-active isotopes and other allied products. A Nuclear Power Plant Division is situ- 
ated in Toronto and has responsibility for the administration, design, engineering and 
procurement services for the Douglas Point nuclear power station located on the shore of 
Lake Huron. In addition, this Division co-ordinates all the research and development 
contracts which the company places with Canadian industry. At the year-end there were 
162 of these contracts placed with 33 firms. 


A nuclear power demonstration plant at Rolphton, Ontario, was completed and put 
into operation during the year. This plant was built as a joint project of Atomic Energy 
of Canada Limited, the Hydro-Electric Power Commission of Ontario and Canadian 
General Electric Company Limited, and was built to demonstrate the Canadian type of 
nuclear power reactor. The Crown company’s share of the costs of this project amounted 
to $25,537,000. This includes $724,000 spent on a design concept which was not used for 
the reactor, as constructed, and consequently the company’s share of the plant is recorded 
in its accounts at a cost of $24,813,000. 

At the year-end the company had under construction a nuclear research establish- 
ment in the Whiteshell area, near Winnipeg, and a nuclear power station at Douglas 
Point. The cost of the research establishment ($8,693,000) is being financed by parlia- 
mentary appropriations and the cost of the power station ($19,811,000) by Government 
of Canada loans. 

The Crown’s equity in the company at March 31, 1963 totalled $55,336,000, com- 
prising: loans for housing, $5,667,000; loans for construction of Douglas Point generating 
station, $19,281,000; capital stock, $54,000,000; and retained earnings, $1,627,000—less 
the depreciated value of the NRU reactor ($25,239,000) which was written off during the 
year, as authorized by the Special Appropriation Act, 1963 (Atomic Energy Vote 16). 
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A comparative summary of income and expense for the past two years follows: 


Year ended March 31 
Research Program—Operating 1963 1962 
Expense— 
Research and development 465 vee. ib eet ae a es a ee $ 8,792,000 $ 8,456,000 
Operation. of research facilities «sage, .> «<> 2a couse Os he Pere ae eee 1,795,000 1,597,000 
Bngineering Services 6.0 cts ah sate hee aes ae eae ee 3,870,000 3,770,000 
Engineering design and applied development .................... 1,497,000 1,393,000 
Wuelenr Power Pie ited oe toe Cees ce alae a alee en he ee SS pee 9,125,000 7,060,000 
Administration | (ass-cc4 rw es Bs. .0gs 4 eee ee 8 3,159,000 3,011,000 
ORE sab c ves ie ce eri ee ee he eee 2,289,000 1,886,000 
30,527,000 27,173,000 
Income: Gross income from housing, hospital, transportation, etc. .. 1,896,000 1,438,000 
Eixcess/of expensé ‘over incomes. S.J. G8...i 7 SLL. OO... Ca $28,631,000 $25,735,000 
Provided for by: 
Parhamentary’ 2pproprlation’ yi des Hove eee se on lee cee ke $28,646,000 $25,756,000 
Less: Unexpended balance refundable to the Government of Canada 15,000 21,000 
$28,631,000 $25,735,000 
Research Program—Capital 
Expense: Construction of buildings and acquisition of equipment ....$ 9,349,000 


Provided for by: 


$ 9,223,000 


Parheinientary ApPLOpTiaAvlOM «sco. Sie eerdasetech eget eee eee $ 8,431,000 $ 8,198,000 
Retained earaings.>- deci, (eae aer LIL at ee ae ee 918,000 1,025,000 
$ 9,349,000 $ 9,223,000 


Commercial Operations 


Sales 


O10 6 1G G6 06. si. @ 018) 6 6 6 6 6 8 Ge 6 ee ae 6 0 6 Ge w 6 6. wr whee @ 8 ‘6 (0 6 6 e116 6.6 6.9) wee) 6 B16 8) 6 le 


$ 3,803,000 


$ 3,878,000 


Rentals, (6. yx scierassle.o< poo. +a au au ete dies betes a ee ie ee 159,000 196,000 
3,962,000 4,074,000 

Expense— 
ADEE Od SO EG Es yo. shee sw HRS Sits 6 VOIR ee eae 1,858,000 2,178,000 
Research and development sedi. cen VLA a a. ea, 652,000 444,000 
POE Seas a ocr oe ee ieee Tne ete a area ee ee 863,000 760,000 
PAX AP IE MEPIET VIE 8: «ceria os Pk Side se is 6 Re Ce 373,000 374,000 
3,746,000 3,756,000 
Excess of income over expense, credited to retained earnings ....... $ 216,000 $ 318,000 


The sale of materials irradiated in the NRU reactor and the related costs are subject 


to a classified international agreement and are, therefore, not reflected in the above 
summary. 
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| The rise of $3,354,000 during 1962-63 in research operating expenses was largely due 
to Increases in: salaries and wages, including welfare benefits, $766,000; materials and 
supplies, $1,221,000; professional and special services, $1,553,000; less a decrease of 
$897,000 In contractual expenditures. The increase in salaries and wages resulted from an 
increase in the number of personnel employed, together with increased remuneration 
granted under union contracts. The commissioning and putting into operation of the 
nuclear power demonstration plant at Rolphton necessitated materials and supplies not 
heretofore required, plus additional] professional and other services resulting in the 
marked increase in the cost of these items. In previous years one of the contractual 
expenditures of the research operating program was a “erant” of $215,000 to the company’s 
Commercial Products Division. This policy was discontinued during 1962-63 and the 
decrease in expenditures under contracts js partly due to discontinuation of this “orant”’, 
as well as to the termination of payments under contracts upon completion of the nuclear 
power demonstration plant. 


The annual parliamentary appropriations for the Research Operating Program take 
into consideration credits for income arising from housing, hospital, transportation, ete. 
On the other hand, income incidental to the operation of research facilities and profits on 
disposal of plant, property, etc., is credited to Retained Earnings Account instead of 
to the annual appropriations for the Research Capital Program. However, the company 
supplements these appropriations by funds from retained earnings, and the amounts of 
the appropriations take into consideration undertakings on the part of the company to 
provide such funds. The balance of the Retained Earnings Account at March 31, 1963 
amounted to $1,627,000 and the company has undertaken to supplement the appropria- 
tions for the Research Capital Program by this amount over the next two years. 


136. Canadian Arsenals Limited. This company was incorporated in 1945 under the 
Companies Act, 1934, pursuant to authority contained in the Department of Reconstruc- 
tion Act, 1944, c. 18. The main objects of the company are the operation, maintenance 
and supervision of arsenals and other plants for the production of military stores and 
equipment, including the maintenance of physical facilities and manufacturing skills so 
that the operations could be expanded on short notice. 

At the year-end the company, with its head office in Ottawa, was the custodian of 
nine Crown-owned plants constructed at a cost in excess of $100 million. Eight of these 
plants were maintained in partially stand-by condition and one was idle. 

Funds totalling $392,000 were provided by the Department of Defence Production 
under authority of parliamentary appropriations and Governor General’s special warrants 
towards construction, improvements and equipment acquired by the company during 
1962-63. Actual capital expenditures during the year amounted to $383,000 and the 
unexpended balance of $9,000 has been refunded. 

At March 31, 1963 the company’s operations were financed by advances of $1,150,000 
from the Department of National Defence in respect of orders placed (reduced from 


$4,648,000 at March 31, 1962), advances of $2,250,000 from the Department of Defence 


Production Revolving Fund (reduced from $5,000,000 at March 31, 1962) and advances 
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of $7,500,000 from the Minister of Finance for working capital (unchanged from 


March 31, 1962). 
The following is a comparative summary of the results of operations for the past 


two years: 
Year ended March 31 
1963 1962 
Income— 
Ses Vesis ila Fo en WB Sh in ae Re EE ce RICE $16,975,000 $22,936,000 
Miscellaneous «5 sige basins Ok Mes ee hike = SEE REND aR es 815,000 503,000 
17,790,000 23,439,000 
Expense— 
Cost of sales, including indirect labour and other overhead expenses 
BHEOMIER .  acics ear ud Sika we Wine are ON mite again tae o Oe er eines 15,310,000 20,250,000 
Indirect labour and other overhead expenses not absorbed in cost of 
wales 2.0ledh US. Jeo). DBE. Tk SEE RE ae sere 5,863,000 5,318,000 
Administrative eXPeMsSeS ......ccescecccreceseseeeecccveccrsssceess 818,000 911,000 
21,991,000 26,479,000 


Excess of expense OVer INCOME ........ cece eee cece cette eee eeeeees $ 4,201,000 $ 3,040,000 


Except for a minor increase in 1961-62 over 1960-61, there has been a steady decline 
in sales over the past eight years, from $81 million for the year ended March 31, 1955 to 
$17 million for the year ended March 31, 1963. The reduced level of sales, coupled with 
the company’s obligation to maintain the Crown-owned plants in partial stand-by 
condition, has necessitated funds being appropriated by Parliament towards the cost of 
administration and operation of the company. During the year under review a total of 
$4216,000 was provided by the Department of Defence Production for this purpose 
through parliamentary appropriations and Governor General’s special warrants. Since 
the excess of expense over income for the year ended March 31, 1963 amounted to 
$4 201,000, a balance of $15,000 remained at the year-end and was refunded in May 1963. 

Indirect labour and overhead expenses for the year totalled $10,853,000 (compared 
with $11,238,000 for the previous year) of which $4,990,000 was included in cost of sales. 
It has been the company’s practice to calculate this portion of overhead expenses on 
direct labour costs at rates which theoretically would have absorbed all overhead 
expenses if all plants had been operating on a normal one-shift basis. The extent to 
which these rates were not sufficient to recover overhead costs, $5,863,000, shown in the 
above table as indirect labour and other overhead expenses not absorbed in cost of sales, 
can be largely attributed to idle capacity of production facilities. 

Inventories of raw materials, work in process and finished goods were reduced by 
$5,027,000 or 48% from their level at March 31, 1962. The inventory reduction includes 
write-offs of $334,000, of which $32,000 was for products rejected in the previous year. 

Reference was made in last year’s Report to the fact that a firm of management 
consultants, engaged in November 1960 by the Department of Defence Production to 


| 
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undertake a study of the organization of the company, 
manufacturing operations and other aspects of its activi 
and that this was under review by the management. D 
number of the recommendations made by the consultants 
were still under study. 


the efficiency and cost of its 
ties, had submitted its report 
uring the year under review a 
were implemented, while others 


137. Canadian Broadcasting Corporation. The Canadian Broadcasting Corporation, 
established by the Canadian Broadcasting Corporation Act, 1936, c. 24, superseded by 
the Broadcasting Act, 1958, c. 22, operates the national television and radio broadcasting 
services and also administers an international shortwave service on behalf of the Govern- 
ment of Canada. The head office of the Corporation is in Ottawa, with regional offices 
in St. John’s, Halifax, Montreal, Ottawa, Toronto, Winnipeg and Vancouver and an 
engineering headquarters in Montreal. 

The Corporation derives its funds for operating requirements in excess of advertising 
revenue and also funds for its capital requirements from grants provided through parlia- 
mentary appropriations. 

At March 31, 1963 the Crown’s equity in the Corporation amounted to $42,798,000, 
an increase of $1,772,000 over the equity of $41,026,000 at the close of the preceding year. 

The following is a comparative summary of the results of operations for the last 
two financial years: 

Year ended March 31 


1963 1962 
Expense— 
Cost of production and distribution 

ieerOetstieee MY. Ot JAeoDe Ja ooiev le. mi. baba $70,005,000 $68,361,000 
ee AE FD. sp cles perth. fenmsnavue avr ddl dice A 10,146,000 10,062,000 
OS GT E 1) lap I ae Sa A A EE UE Ue 4,030,000 3,893,000 
PMPICINN SO DEIVEEG BLGUIONS y. 255. 400 sk soc cee tM sc Wl lacs caus ue 4,335,000 4,851,000 
Commissions to agencies and networks .............ccccccccceucce 3,872,000 4,620,000 
92,388,000 91,787,000 
Operational supervision and services ..........ceccecssceccececees 8,427,000 8,843,000 
Pee end were! administration ....<. 1.50... eccecucscetlescenacs 7,269,000 6,968,000 
Emergency broadcasting baa cate cide A eaehds Liane 2o0 ed ee ee 282,000 13,000 
Total expense (including depreciation) ............ccccececcecees 108,366,000 107,611,000 

Income— 
eg Ga Ba AL ap eT WAS ATs SA eA ci 8 31,403,000 33,320,000 


esac $76,963,000 $74,291,000 


SE a ae ea ee PE 


The “grant in respect of the net operating amount required to discharge the respon- 
sibilities of the national broadcasting service’, $72,655,000, comprising net expense of 
$76,963,000 shown above, less depreciation of $4,308,000 charged for cost ascertainment 
purposes, was provided by parliamentary appropriations to the extent of $61,661,000 
and by Governor General’s special warrants to the extent of $11,583,000. The unexpended 
portion of $589,000 was refunded to the Receiver General in May 1963. 
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The net expense for the year under review increased by $2,672,000 over the net 
expense for the preceding year, $1,917,000 of the increase being attributable to decreased 
advertising revenue and $755,000 to increased expense. Continuing competition from 
independent television stations and increased competition from a private television net- 
work were the main reasons for the decrease in advertising revenue. An increase of 
$2 362,000 in salaries and wages, which more than accounted for the overall increase in 
expense, was mainly due to salary increases required by collective bargaining agreements. 
An inerease in the number of employees during the first four months of the fiscal year 
was more than offset by subsequent reductions and at March 31, 1963 the Corporation 
had 179 fewer employees than at the end of the preceding year. 

The following inventory balances at March 31, 1963 are compared with the corre- 
sponding balances at March 31, 1962: 


March 31 
1963 1962 Increase 
Engineering and production supplies .........-.-..+--- $ 1,646,000 $ 1,569,000 $ 77,000 
Programs completed and in process of production ..... 3,089,000 3,341,000 248,000 
Prepaid. film, Tights 4. ts scabe sue fae tts Pe Bee api 1,705,000 1,514,000 191,000 


Prepaid ‘Seripk MiCNie gop ole ie ee eas ee ee os 172,000 143,000 29,000 


$ 7,112,000 $ 6,567,000 $ 545,000 


The bulk of the inventory of programs completed and in process of production con- 
tinued to be in Toronto and Montreal, for the English and French networks respectively, 
and included programs recorded in advance of broadcast on videotape ($2,277,000) and 
film ($1,176,000). Of the $1,705,000 of prepaid film rights, $1,363,000 or 80% was in the 
Quebec region, where the limited supply of French language film available in Canada 
necessitated the acquisition of rights in advance of normal requirements. 

The inventory balances shown in the above tabulation are after giving effect to the 
following write-offs: 


Programs completed and in process of production abandoned and cancelled because 


of performer or technical deficiencies or changes in programming ................ $ 115,000 
Film rights expired and not telecast because of changes in programming or unsuitable 

POvause Of ‘PIOsrany CONCENE «ccd sc. Cee ee eee ce oe eae ee in ee? aie eee 73,000 
Serinturichts Exmrsd Wor dmewitaule sic. cela teee Martek & > Fee Rees «nee oe x eee ee 64,000 
Engineering and production supplies unusable and obsolete ..............c cee eecees 3,000 


$ 255,000 


The comparable write-offs in the previous year totalled $1,159,000 which included 
$701,000 of stationery, technical and production supplies on hand and which were charged 
directly as expense at March 31, 1962 in keeping with the Corporation’s decision to 


charge these classes of supplies as expense when purchased rather than when used, as 
had been the previous practice. 
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| The capital requirements of the Corporation, amounting to $6,600,000, were pro- 
vided to the extent of $6,050,000 by parliamentary appropriations and $550,000 by 
Governor General’s special warrant. With capital expenditure during the year amount- 
ing to $6,390,000 the unexpended balance of $210,000 was refunded to the Receiver 
General in May, 1963. 

During the last four years, $3,802,000 was spent in connection with the consolidation 
of facilities in Toronto, Montreal and Ottawa. A note to the financial statements at 
March 31, 1963 sets out that the present estimate of the cost of consolidation of facilities 
at these locations would be $83,058,000 of which, subject to the provision by Parliament 
of annual appropriations for the purpose, $1,597,000 would be expended during the year 
ending March 31, 1964 and the balance during the four years ending March 31, 1968. 

In the Reports for the past two years we drew attention to a recommendation con- 
tained in our report to the Board of Directors for the year ended March 31, 1960 that 
a useful purpose might be served by having the Corporation’s organizational structure in 
terms of its present size, complexity and cost made the subject of a study by independent 
management consultants working in co-operation with the Audit Office. A study along 
these lines was made by the Royal Commission on Government Organization, and the 
results were contained in Report 19, Volume 4 of its Reports released on April 17, 1963. 
The Commissioners stated that, while they had not undertaken the detailed investigation 
and appraisal which may have been contemplated, their Report was proposing guidelines 
and criteria which, subject to government decisions on policy, should permit the Corpora- 
tion to adjust its internal organization and operations to management and performance 
needs. Several of the Commissioners’ comments, particularly those relating to financial 
administration, dealt with matters which had been the subject of critical comment in 
our 1960 report, and we found that a number of these matters had, in the meantime, 
been remedied. These comments made by the Commissioners have been reviewed with 
the President and senior officers of the Corporation who have stated that further 
remedial action would be undertaken. 


138. Canadian Commercial Corporation. This Corporation, which was established in 
1946 under the Canadian Commercial Corporation Act, now R.S., ¢. 35, provides pro- 
curement services in Canada for the governments of other countries and for international 
organizations. The Corporation’s main customer is the United States Government, 
although a considerable volume of purchasing of Canadian-made goods is carried out on 
behalf of the Department of External Affairs’ External Aid Office for Colombo Plan 
projects. Some $153 million of suppliers’ invoices were processed by the Corporation on 
behalf of its customers, during the year under review, in comparison with $107 million 
in the preceding year. 

At the year-end the equity of the Government of Canada in the Corporation was 
$9,899,177 represented by a $9.5 million working capital advance and an accumulated 
surplus of $399,177. 

The Corporation’s operating budget for 1963-64 estimates a loss of $390,000 ; there- 
fore, it is assumed that by the end of the 1963-64 fiscal year the surplus will be almost 

depleted. A Board of Directors’ minute of March 19, 1963 noted that the operating deficit 
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for the financial year 1964-65 should be covered by a Department of Defence Production 
vote and that the Department will be asked to provide an amount for this purpose in 
its estimates for that year. 

The following is a comparative summary of the operations of the Corporation for 
the past two years: 


Year ended March 31 
1963 1962 
Expense— 
Salaries and living EXPENSES ......- cece reece rere cence ee rer cs eeeeers $ 381,000 $ 331,000 
Other CXPeNSe 2... cc cereus erence st pecs pines mas eke te wens ge een esis Gs 110,000 87,000 
491,000 418,000 
Income— 
Purchase surcharges ........cc cece cece ese eeeeeneecenseeesereeeeees 127,000 108,000 
Tritarest’ cared” .PSo lee hee ee tee see ae kee og 119,000 66,000 
Exchahge (gain :' Sein 70 oR cate att ok aw ot oe eee Bree eee Or 8,000 62,000 
Other ineome ni...) Sept ee a Es Ae cid Soe ae 1,000 6,000 
255,000 242,000 
Wee Toda CE 0 8 ee aire ies om aie lle Sma ae $ 236,000 $ 176,000 


The increase in salaries and living expenses was due to the cost of additional staff 
required to process the increased volume of business and to a general salary increase 
retroactive to October 1, 1961. The increase in interest earned resulted from an increase 
in funds available for short-term investment while the decrease in exchange gain resulted 
from the fact that in the previous year a substantial gain resulted from the sale of 
United States funds. 

In last year’s Report it was noted that the Department of Defence Production had 
been providing purchasing and accounting services free of charge to the Corporation 
since 1951, This arrangement was continued in the year under review. In addition, as a 
result of a reorganization during the year for the purpose of improving the services 
rendered on export contracts, 31 engineers and purchasing officers were loaned to the 
company without charge by the Department of Defence Production and Defence Con- 
struction (1951) Limited. 


139. Canadian National (West Indies) Steamships, Limited. The active operations 
of this company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests, 
and its activities are now confined to the winding-up of its affairs. The head office of the 
company is in Ottawa and its residual functions are being performed by staff of the 
Canadian Maritime Commission. 

During the year, by Supplementary Letters Patent, 16,390 of the company’s 16,400 
outstanding shares were cancelled. Paid-up capital represented by the cancelled stock 
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amounted to $1,599,000. Payments to the Government of Canada, by the transfer to the 
Minister of Finance of $725,000 on deposit with the Receiver General and a remittance 
of $550,000, reduced the undistributed capital to $324,000 at December 31, 1962. 

The sum of $60,000 was received in war claims during the year and $42.000 of interest 
was earned on deposits and agreement of sale. Expenditures, comprising settlement of 
claims and legal expenses with respect to these claims, amounted to $5,000. 


The Crown’s equity in the company at December 31, 1962 amounted to $468 000 
represented by the following: 


MIRED SISO PH pri << 8h4s0s54)840005. <p araehenne ecce ee $ 26,000 
Balance due under agreement of sale of vessels including accrued interest .......... 456,000 

482,000 
Mia Pippered bends) unclaimed’ 3... i55/2i0..icccaaveseds. dlaveees. ccc 14,000 


$ 468,000 


An outstanding claim of $59,000, filed with the War Claims Commission in respect 
of a loss due to enemy action, was not recorded on the balance sheet of the company as a 
receivable at the year-end since the amount of any further recovery is dependent on the 
adequacy of the War Claims Fund. On the other hand, no provision was made for a 
possible liability, estimated at approximately $50,000, in respect of legal claims filed or 
pending for damages resulting from the company’s operations in past years. 


140. Canadian Overseas Telecommunication Corporation. The objects of this 
Corporation, established in 1949 by the Canadian Overseas Telecommunication Corpora- 
tion Act, now R.S., c. 42, are: to establish, maintain and operate external telecommunica- 
tion services for the conduct of public communications; to carry on the business of public 
communications; to improve the efficiency of telecommunication services generally; and 
to co-ordinate Canada’s external telecommunication services with those of other parts 
of the Commonwealth. To these ends the Corporation, in 1950, acquired the external 
telecommunication facilities in Canada of Cable and Wireless Limited and Canadian 
Marconi Company Limited. The acquisition of these facilities provided cable and radio- 
telegraph circuits between Canada, Britain, Australia, New Zealand, New York and 
St. Pierre and Miquelon, and radio-telephone services with Britain and the West Indies. 
The more recent of many major subsequent developments include the following: the 
bringing into service in January 1963 of the cable system between Canada, Greenland 
and Iceland, with extensions to Britain and Europe; the acquisition of the right of use 
of an appropriate number of circuits in a cable between the United States and Jamaica 
and an extension to Montreal to provide service between Canada and Jamaica, beginning 
in February 1963; and the joint agreement with Britain, Australia and New Zealand to 
‘construct the Commonwealth Pacifie Cable System between Canada and Australia and 
‘New Zealand which is to be brought into service in December 1963. 
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The equity of the Crown in the Corporation amounted to $56,947,000 at March 31, 
1963, an increase of $18,411,000 over the equity at the end of the previous year, and 
comprised $49,321,000 of advances for capital purposes and $7,626,000 of accumulated 
surplus. 

Loans to finance, in part, the capital requirements of the Corporation are provided 
by parliamentary appropriations. Capital additions during the year amounted to 
$17,781,000 towards which $13,000,000 was advanced by the Crown and $4,781,000 was 
provided out of accumulated earnings. At March 31, 1963 the estimated cost of completing 
approved capital projects was approximately $23,400,000 of which $14,400,000 related to 
the year ending March 31, 1964. 

The following is a summary of the income and expense of the Corporation for the 
last two years: 


Year ended March 31 
1963 1962 
Income— 
Telephone, telegraph, telex, circuit rentals, etc. ..........eeeeee eee $12,321,000 $ 9,484,000 
Expense— 
Salaries, wages and employee benefits ..........se ee eeee scence eeeeee 2,591,000 2,304,000 
Depreciation 4 .cxwsies qa05 - leagin te leide sep oes «aie oke « qustad BERS 2,376,000 1,709,000 
Rental. of: circuits, Gt. casnnacs > Pohaete ee mii rtes us oo seamen tur “oe 1,377,000 1,135,000 
Tu EAreet i ccakerte tetvte « stein nue bale vikis Ayes 2 cle inn 2 ete Sip tatti es aero aa 1,339,000 921,000 
Operation, maintenance and repairs—buildings, plant and equipment 1,051,000 789,000 
CVEOE Gee oo clone hen on eins <a ete © rh eee nhc eine cite aeecetabaa Sonate 517,000 373,000 
9,251,000 7,231,000 
Less: Estimated amount recoverable from Commonwealth Network 1,025,000 1,164,000 
8,226,000 6,067,000 
4,095,000 3,417,000 
Deduct: Cost of additional pension benefits .............ceeeeeeeees 116,000 94,000 
Profit-before income: tax: .acs 52 sista de < Cee ecbs 20h bila ciate ee Be 3,979,000 3,323,000 
Deduct: Ihcome tax .w« wcnee be wd chee a hee es Ax noe ee ee ee soe 1,971,000 1,658,000 
Net profit 


Re ee Rr en re ene Sac een eee $ 2,008,000 


$ 1,665,000 


Income increased by $2,837,000 or approximately 30% over that of the previous year, 
the same percentage of increase as was recorded last year. The increase for the year under 
review is largely the result of greater revenue from circuit rentals, although revenue 
realized from telegraph, telephone and telex services also increased substantially. 

The $1,040,000 of cash and investments which was formerly held in trust for actu- 
arial deficiencies in pension funds for employees participating in pension plans of @ 
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predecessor company was distributed during the year, Following payment of $499.000 
into the pension fund of the predecessor company in respect of former employees ne are 
in receipt of pensions and those employees who elected to continue under the predecessor 
company’s pension plan, the balance of $541,000 was transferred to the Publie Service 
Superannuation Account of the Government of Canada, in accordance with the Regula- 
tions respecting the Transfer of Pensions of Employees of the Canadian Overseas Tele- 


communication Corporation as set forth in Order in Council P.C. 1961-1556 of October 
26, 1961. 


141. Canadian Patents and Development Limited. Section 17 of the Research 
Council Act, R.S., c. 239, provides for the incorporation of one or more companies by 
the National Research Council for the purpose of exercising certain of the powers con- 
ferred upon the Council. Under this authority Canadian Patents and Development 
Limited was incorporated in 1947 under the Companies Act, 1934, for the purpose of 
making available to industry, through licensing arrangements, the inventions and new 
processes developed by the Council. The services of the company, which is located in 
Ottawa, are available to government departments, publicly supported institutions and 
universities. 

The following summary shows the results of the company’s operations for the year 


ended March 31, 1963 compared with the preceding year: 
Year ended March 31 


033002 
Income— 

mavenee, lcenmne tees, ete fa ee $ 554,000 $ 277,000 
Less: Costs of licensing rights and related technical assistance, etc. 63,000 12,000 
491,000 265,000 
ame RM aya WU, s Vise boos ach ae dire AS os oe» @ 24,000 14,000 
515,000 279,000 

Expense— 
aera ee emeerrc. | Based camera. cht wie yods Bnd saiwe <:uR HER 29,000 27,000 
Services provided by National Research Council ................05- 36,000 30,000 
Patent attorneys’ fees and other patent expense ..........00.eeeeees 55,000 33,000 
eR ROR RIN eRe, 2 6) igi ding « « hn ns Owe eae 19,000 14,000 
i i a aS i Wh ain d on haee Kamen 10,000 33,000 


149,000 137,000 


Om UeAL OPM VOMIT Ss SCM te es To eect tsi uaericebeseheneeecewmens $ 366,000 $ 142,000 


The increased income from royalties, licensing fees, etc., is largely attributable to 
one licence. Two other licences, while contributing to the increased income, were mainly 
responsible for the greater part of the increased cost of licensing rights and related 


96 AUDITOR GENERAL’S REPORT 


technical assistance, etc. The increased cost of patent attorneys’ fees and other patent 
expense was largely due to an expenditure of $14,000 for the filing of patent applications 
on a device in a number of countries. The item for “other expenses” shows a significant 
decrease because the preceding year’s figure included a grant of $25,000 to a university, 
for applied research, referred to in last year’s Report. 

The net profit of $366,000 for the year resulted in a corresponding increase in the 
Crown’s equity in the company which, at March 31, 1963, was $820,000, comprising 
capital stock of $296,000 and surplus of $524,000. 

When approving the company’s 1962-63 operating budget, the Minister of Finance, 
while recognizing the value of grants to persons carrying out applied research at uni- 
versities in fields from which the company had or might derive patent rights, expressed 
the opinion that for 1962-63 and future years “more emphasis should be placed on the 
development of products and techniques that the company is already in a position to 
lease on a royalty basis to private industry”. As a result, during the year under review 
no grants were made for the carrying out of applied research at universities. However, 
the company initiated a program of assistance to Canadian industry in establishing new 
processes and at March 31, 1963 there were outstanding commitments of approximately 
$32,000 in connection with this program. 


142. Cornwall International Bridge Company Limited. This company was incorpo- 
rated in 1949 under the Companies Act, 1934, by private shareholders, for the purpose of 
operating a toll highway over the St. Lawrence River between Cornwall, Ontario, and 
Rooseveltown, New York, on railway bridges leased from two railway companies. These 
railway bridges were acquired by The St. Lawrence Seaway Authority and the Saint 
Lawrence Seaway Development Corporation (a wholly-owned United States corporation) 
in connection with the construction of the Seaway. In 1957, all of the outstanding stock 
of the bridge company was purchased jointly by the Seaway entities for $480,000, of which 
$200,000 was paid by the Authority. 


This international bridge system now uses new facilities constructed by the Seaway 
entities. The low-level railway bridges were replaced by a high-level South Channel span 
in 1958 and by a high-level North Channel span in 1962. 


In June 1962, the Seaway entities agreed to discontinue the operation of the toll 
bridge by the bridge company and to assign the operating responsibility to a wholly- 
owned subsidiary of the Authority to be incorporated under section 24A of the 
St. Lawrence Seaway Authority Act. On July 3, 1962, pending incorporation of the 
subsidiary, the Bridge Division of the Authority took over the operation of the bridge 
system and on January 1, 1963 The Seaway International Bridge Corporation, Ltd. took 
over operations on the same terms as were in effect for the Cornwall International Bridge 
Company Limited which is now in the process of winding up its affairs. 

By agreement between the seaway entities the annual revenues of the company have 
been applied in the following order of priority: 


(1) in payment of all operating, administrative and general expenses of the bridge 
company; 
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(ii) in amortization of the costs of constructing the North Channel bridge by the 
Authority, plus interest, over a period of fifty years; and 


(iii) the balance distributed on a fifty-fifty basis between the Authority and the 


Corporation. 


A summary of the operations of the company for its past two financial years follows: 


Year ended September 30 


Income— 
RMN MNPCOME TN SE OI n a sans nee caine cenesenniscineneccencciscc. 
NE nigirdhicti ih ninincaincsie sesmusrkd Anis bo b.odiha.nunnwiemocan de xc 


ID BR 32024 « sibsiehy « cutee. «ea ids « od uns « oodas~ads  barect 


Provision for amortization of cost of North Channel bridge owned by 
The St. Lawrence Seaway Authority ...........cccccecccceccccececes 


Fee for management, use of right-of-way over bridges, etc., payable to 
The St. Lawrence Seaway Authority (50% in trust for the Saint 
Lawrence Seaway Development Corporation) .............eeeeeee 


1962 


_——— 


$ 210,000 
2,000 


212,000 
36,000 
31,000 
10,000 
25,000 
35,000 

137,000 


75,000 


212,000 


1961 


$ 348,000 
3,000 


351,000 
49 000 
25,000 
13,000 

2,000 
52,000 
141,000 


130,000 


271,000 


$ 80,000 


As the company ceased operations on July 2, 1962 the figures shown for the year 
ended September 30, 1962 cover an operating period of only nine months, in comparison 


with a full period of twelve months in the previous year. 


Prior to or in the course of the winding up process, the company disposed of land, 
buildings and equipment at a loss of $10,000 and made provision in the accounts for a 
loss of $52,000 expected to be realized from the proposed conveyance to municipalities 


of title to a bridge and roads. 


After giving effect to these adjustments, which involved charges to surplus account, 
the shareholders’ equity in the company at September 30, 1962 amounted to $48,000, 


comprising $50,000 of capital stock less a deficit of $2,000. 


143. Crown Assets Disposal Corporation. In 1944 the Surplus Crown Assets Act 
established the War Assets Corporation, which, by a 1949 amendment to the Act, became 
the Crown Assets Disposal Corporation. With certain specified exceptions, the Corpora- 
tion is responsible for the disposal of the surplus assets of all government departments 
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and most of the Crown corporations and agencies. Also, the Corporation has entered into 
agreements with Britain and the United States whereby it disposes of surplus property 
of these countries located in Canada. The Corporation’s head office is located in Ottawa 
and sales offices are maintained in a number of other cities throughout Canada. 

As in the preceding year, the Corporation was authorized by the Governor in Council 
to retain 4% of the net proceeds of sales and other moneys received from sales of lands 
and buildings, and 10% of the net proceeds of all other sales, to meet its administrative 
and other expenses. A summary of the income and expense of the Corporation for the 
year ended March 31, 1963, together with the comparable figures for the previous year, 
follows: 


Year ended March 31 
1963 1962 
Income— 
Percentage of net proceeds of sales made and of other income 
BONE: CLOT as ov Nee es eee DT a eee Oe eee RNS ere epee ce ae $ 755,000 $ 955,000 
Expense— 
PWIATION 5.4. Pee 2k ca vin PERS AR ee heh LE ES OEE EA ORE 450,000 427,000 
Employees’ welfare benefits ......... eel ee VUE TL Yee ese reer ees 44,000 44,000 
PRO TIG wick wc oleus af aucus oui cesta tcsanet Sie eel hoe a Sk ene eRe ao an 53,000 51,000 
‘Telephone, telegrams and postage: 6.2. oe wet ee ceca ee ee ee 27,000 28,000 
Printing, stationery and omce supplies 4s..2. ...s4.<.aseeee eck a: 22,000 26,000 
SEG beers 5 x, woetarersnceh eer BON ie uid oretan abn te ha leds aR ae Dales ee daa rae 14,000 12,000 
ROUIEr CEPONECA Rs o57 eens Ses hes hc Nees ee Su eit ee Oe Cees 10,000 12,000 


620,000 600,000 


Excess of sineome jovarcexpense. 35020. hee. We pee. ee $ 135,000 $ 355,000 


The $200,000 decrease in income is largely explained by the fact that during the 
previous year there were several exceptional sales at substantial prices—to which reference 
is made below—from which the Corporation derived considerable income through the 
retention of the usual percentage of net proceeds of sales. 

The $23,000 increase in salaries was due to adjustments in the salaries of certain 
employees commensurate with increases granted to comparable classes in the civil service. 
There were 99 employees at March 31, 1963, the same number as at the close of the 
preceding year. 

Pursuant to section 81 of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959, and from time to time 
thereafter but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. The $135,000 excess of income over expense for the year under review was, in 


consequence, paid to the Receiver General, leaving the surplus balance unchanged at 
$100,000. 


* 
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The equity of the Crown at March 31, 1963 in the Corporation’s agency account 
was $5,884,000, compared with $7,242,000 at the end of the preceding year, and was 
largely represented by amounts 
ments totalling $5,764,000. 


The transactions in the agency account during the year ended March 31, 1963, 
compared with the previous year, are summarized as follows: 


receivable under long-term interest-bearing sales agree- 


Year ended March 31 
1963 1962 


Proceeds from sales, etc. 
Government of Canada 


Other principals 


HARAa SES SEs Cwea eee eeT Gas whe OM oon otis es $ 7,790,000 $12,355,000 


EROS SEEN S SO Se SARE TONG RTs ane aes cent oe teiel 823,000 631,000 
ceneemereatiom ts RY 1. JS. ae. Leave oe 268,000 243,000 


8,881,000 13,229,000 
Less: Direct costs relating to sales ......... 000.0. ccecccecceceeee een, 29,000 39,000 


8,852,000 13,190,000 


Deduct: 
Percentage of net proceeds from sales, etc., retained by the 
SOs tag re ics teek Oe ee ee 755,000 955,000 
Remittances to Receiver General of Canada ...................... 8,715,000 9,355,000 
me eer te eancerat. wei lok: A5c. weoticwtiisala a7, A002. 40.8 745,000 556,000 


10,215,000 10,866,000 


Increase (decrease) in equity: 


SME Ree IeTION OF ALAN AVA he os ces. SOCAL. eee Ee ee ( 1,358,000) 2,313,000 
ieee re eis PCa, ty. Pn eS ( 5,000) 11,000 


($1,363,000) $ 2,324,000 


During the year ended March 31, 1962, as previously mentioned, there were several 
exceptional sales of surplus assets at substantial prices. These sales included the former 
gun plant at Longueuil, $1,400,000, and a former R.C.A.F. station at Lachine, $2,300,000. 
The absence of such exceptional sales during the year under review accounts for a 
substantial part of the decrease of $4,565,000 in proceeds from sales on behalf of the 
Government of Canada. 


144. Defence Construction (1951) Limited. This Crown-owned agency was incorpor- 
ated in 1951 under the Companies Act, 1934, pursuant to the authority in section 7 of the 
Defence Production Act, now R.S., c. 62. The company is responsible for the awarding 
and supervision of contracts for defence construction projects, for which funds are 
provided by the department initiating a project, or by the United States government i 
projects undertaken on its behalf. During the year ended March 31, 1963 sefpesssonrs 
$72 million was spent on such projects, compared with some $86 million during the 


preceding year. 
69960-3—8 
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Funds to cover the company’s operating expenses are provided annually by means 
of a Department of Defence Production appropriation. The following is a comparative 
summary of the operating results for the past two years: 


Year ended March 31 
1963 1962 
Expense— 
Salaries and living allowances .........seecceesccccccscrsesceeeees $ 2,575,000 $ 2,683,000 
ra vel “Aid VOUNOVEL ..-cccccescess vacdedee 14094 44NRG eed aw RNa Ons 246,000 302,000 
Employees’ welfare benefits .......cesseeee cece eee ee ceeeeeceeeees 181,000 190,000 
Other EXPENSES ..ccseccsccccvnsconcsseeteccecccscssecsscersiscesecs 265,000 315,000 
3,267,000 3,490,000 
Income— 
Reimbursement for engineering and administrative services ...... 45,000 27,000 
(ther: INCOMmB, cociws csevi cc saiees ss ce oF a a ae ee ne ete ene ernie me 1,000 3,000 
46,000 30,000 
Bet etpense: NPE isis ne es cb erie sees Ger ened ness eae ner cee ae $ 3,221,000 $ 3,460,000 


The completion of several major projects during the year and a decrease in the 
number of new contracts awarded, accompanied by a reduction in staff, accounted for the 
decrease in expense. 


145. Eldorado Aviation Limited. This company, which is a wholly-owned subsidiary 
of Eldorado Mining and Refining Limited, was incorporated in 1953 under the Companies 
Act. Operating from headquarters in Edmonton, the company provides air transportation 
services on behalf of the parent company and Northern Transportation Company 
Limited, another subsidiary of Eldorado Mining and Refining Limited. These two com- 
panies share the cost of operations of Eldorado Aviation Limited on a “cost per ton-mile” 
basis. 

The equity of Eldorado Mining and Refining Limited at December 31, 1962 amounted 
to $256,000 comprising capital stock of $28,000 and surplus of $228,000. 

The following is a comparative summary of the net expenses of the company for 
its last two financial years: 


Year ended December 31 
1962 1961 

Salaries, wages and contributions to employees’ pension plan .......... $ 251,000 $ 263,000 
Supplies ih Gawd we Tetagelurads viige ts Pan Keck «> een 2 a ees Be aes et 134,000 180,000 
POODORIE xs kss 45.9 Sag abies ac ee pk a a alee ee ee eee 81,000 88,000 
DODTOCIBEION. Soo4 cisions chin a's nya doo tale wm ee ie ee ee eee 59,000 92,000 
igimirance= .,.i vei AVG 6). WBA. BR cee eae OE 50,000 63,000 
ROT hay hap «wns 9- <0. ebro enen « Rael ee ioaias Wieden: ane eat aa 64,000 63,000 
AU. CRPCHBON (c odscS och aceaced fade ecient eee Ce ee eee 639,000 749,000 
Less: Miscellaneous income 


o AMULWIS, Ried, Se, A A cabo beers t 30,000 10,000 


POL CRPONGEA: 6's 5d. én 13-44 04's onen sme eee ee ee ee eee $ 609,000 $ 739,000 


| 
| 
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The net expenses for 1962 were recovered from Eldorado Mining and Refining 
Limited to the extent of $494,000 and from Northern Transportation Company Limited 
to the extent of $115,000. The decreased expenses in 1962 result from a substantially 
reduced volume of service provided. Traffic in southbound air-freight, which was reduced 
in 1961 due to the shut-down of the Port Radium mine of Eldorado Mining and Refining 
Limited in 1960, was further reduced in 1962 when deliveries from the Beaverlodge mine 
near Uranium City, Saskatchewan, also fell significantly. 


146. Eldorado Mining and Refining Limited. This company was incorporated in 
1945 under the Companies Act, 1934, following expropriation by the Government of 
Canada in 1944 of the shares of a privately-owned company incorporated in 1927. The 
head office of the company is in Ottawa, the Beaverlodge mine near Uranium City, and 
the refinery and administrative offices in Port Hope, Ontario. The principal functions of 
the company are to produce, refine and sell uranium and allied products. 

Since 1948 the company has also been charged with the responsibility for the pur- 
chase and disposal of all uranium produced in Canada, although in recent years private 
producers have been free, under certain circumstances, to sell uranium without reference 
to the company. Uranium concentrates are purchased by the company, as the uranium 
procurement agent for the Crown, at various prices determined by separate agreements 
with each producer. In some cases the purchase prices are higher, and in other cases 
lower, than the prices at which the concentrates are sold to the United States Atomic 
Energy Commission and the United Kingdom Atomic Energy Authority. Although all 
purchase costs will be fully recovered before the contracts with the Commission and the 
Authority are completed, there are periods within the life of individual contracts when 
cumulative costs of concentrates sold exceed revenue from sales. During these periods, 
temporary financing is provided, as required, by the company. Charges are applied 
against the contract revenue for the company’s services in administering and financing 
the ore procurement program. 

During 1962 the cost of purchased concentrates delivered to the Commission and the 
Authority of $153,444,000 exceeded the revenue from sales of $151,964,000 by $1,480,000. 
Administrative expenses and financial charges for the period amounted to $308,000. The 
resultant excess of costs and expenses over sales of $1,788,000 will be offset in future 
periods when sales will be made at prices exceeding the costs of acquisition. 

A contract dated July 30, 1962 between the company and the United Kingdom 
Atomic Energy Authority for the sale of 12,000 tons of uranium in concentrates provides 
for certain deliveries on which payments do not become due until later years of the 
contract period. The account receivable thus deferred at December 31, 1962, and amount- 
ing to $3,988,000, will increase to a maximum of almost $32,000,000 in 1965 and decline 


thereafter until it is fully paid at the end of the contract in 1973. 

The equity of the Crown in the company at December 31, 1962 amounted to 
$50,268,000, consisting of capital stock of $6,586,000 and surplus of $43,682,000. Dividends 
of $3,000,000 were paid to the Receiver General during the year, compared with $5,000,000 


paid in the preceding year. 
69960-23—84 
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The following is a summary of income and expense for the financial year 1962, in 
comparison with the preceding year: 


Year ended December 31 
1962 1961 
Income— 
Sales of uranium concentrates, uranium metal and related products, 
and revenue from’ rehining services CLC IT. wee vwe tote ewer een eee $26,695,000 $29,607,000 
Expense— 
Mining, refining and other expenses ...........020sccecssssveccees 12,511,000 16,032,000 
Depreciation. oom sscuw nye siete > tee ae « : bee sateen A «Beep eneab ik a os ootms a 3,952,000 3,900,000 
Amortization of cost of acquiring rights to deliver concentrates on 
cancellation of contract with another producer ...............+6. 3,234,000 4,178,000 
Amortization of pre-production, mine development and other deferred 
GRPONGIUTES Sooo ss ccs eae wat cps isle aig eee ae Nie eer en ae ae 836,000 1,102,000 
Reduction: in’ valuation’ of’ inventories W421 ii. fee ee ek 785,000 
20,533,000 25,997,000 
Net. income; from soperations). .dal.c «duncan Soy eel. ree. eee- he 6,162,000 3,610,000 
Cither HODGE 4 Si vgee eh ca wins os ce adc Fee ee ER a one © Rinne ora 1,648,000 728,000 
7,810,000 4,338,000 
Provision for income the. os a cea He cece ce es Cb ae sean ete oe 3,600,000 2,125,000 
Net ineome a: sau dare eee ee a ee ee. es $ 4,210,000 $ 2,213,000 


Notwithstanding the continuing decline in sales of uranium concentrates—amounting 
to $3,068,000 in 1962—offset to a small degree by increased revenue of $156,000 from 
refining services and sales of special products, the reduction in expense was such that 
net income from operations increased by $2,552,000 for the year. 

In 1960 the company acquired, at a cost of $19 million, the rights of another uranium 
producer to deliver concentrates to the United States Atomic Energy Commission. This 
cost is being written off on a pro rata basis against the production remaining to be 
supplied out of the Beaverlodge mine. After amortizing $3,234,000 in 1962, the sum of 
$6,589,000 remained to be written off by 1965. 

Following the shut-down of the Port Radium mine in 1960, substantial losses on 
disposal of general, leach plant and commissary stores were considered inevitable by 
management and accordingly this inventory was reduced to a nominal value of one 
dollar by write-offs of $639,000 in 1960 and $85,000 in 1961. The inventory valuation of 
uranium metal and related products at Port Hope was reduced by write-offs of $927,000 
in 1960 and $700,000 in 1961 to revalue these products in accordance with current market 


conditions. No further reduction was made in the value of uranium metal and related 
products inventories in 1962. 


147. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, R.S., e. 105, to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 
Corporation is intended to operate on a self-sustaining basis from premiums charged on 
contracts of insurance. Where the Corporation is of the opinion that a proposed contract 
of insurance would impose upon it a liability for a term or in an amount in excess of that 
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which it would normally undertake, the Governor in Council may, 
of the Act, authorize the Corporation to enter into the proposed co 
the event of a loss under this section (there has been none) th 
discharge the liability are payable from unappropriated money 
Revenue Fund. A 1959 amendment to the Act introduced section 21A under which the 
Corporation may, with the authority of the Governor in Council, provide financing for 
long term export sales of capital goods with funds available out of the Consolidated 
Revenue Fund. The Corporation’s head office is in Ottawa with branches in Montreal 
and Toronto. 

The Crown’s equity in the Corporation at December 31, 1962 was $40,520,000, 
consisting of share capital of $5,000,000, capital surplus of $5,000,000, earned surplus of 
$2,390,000 and an underwriting reserve of $5,000,000, together with advances and accrued 
interest totalling $23,130,000 in respect of long term financing of sales agreements under 
section 21A of the Act. The Corporation held Government of Canada bonds having a 
par value of $18,550,000. 

Export sales insured by the Corporation on its own account during 1962 totalled 
$96,000,000 and premiums earned amounted to $679,000. Export sales insured under 
section 21 of the Act totalled $49,000,000 and premiums amounted to $748,000 of which 
$561,000 was remitted to the Receiver General and $187 ,000 was retained by the Corpora- 
tion in respect of expenses and overhead, in accordance with a basis authorized by the 
Minister of Finance. At December 31, 1962 the liability of the Corporation under con- 
tracts of insurance issued and outstanding totalled $268,106,000 of which $196,354,000 
was for contracts entered into under section 21 of the Act. 

At December 31, 1962, after two years of operation in the field of direct financing 
of long term export sales of capital goods under the authority of section 21A of the Act, 
the Corporation had signed agreements to finance export sales amounting to $57,000,000, 
of which $23,000,000 had been disbursed. In addition, the Corporation had agreed in 
principle to finance $100,000,000 of prospective sales and had undertaken to guarantee 
negotiable instruments totalling $21,220,000 with respect to completed sales. 

The following is a comparative summary of operations for the Corporation’s past two 
financial years: 


pursuant to section 21 
ntract of insurance. In 
e€ moneys required to 
s in the Consolidated 


Year ended December 31 
1962 1961 
Income— 
PERCE BUI [GC ORINOG . ia bo reeves ee eeN es cds vee Werke v EN awaeeet $ 921,000 $ 744,000 
Expense— 
PRC MTT DONUT, ooo yS vee dso eg ein so bonne dee tpasies eaesactuns 316,000 221,000 
TR See Fa ree ees cece oe Wetebeleeidececteebeseeteerteeesnae 33,000 17,000 
OS ES ee ee ee eer ene eT reer et Cer ert ee 21,000 15,000 
Communications expense and credit reports .......eeeee cere eeeeeees 19,000 16,000 
Stationery, printing and office expeMSeS ........eeseeeeeeeeecceers 16,000 18,000 
I PB od ond PRT Sa DCA Lease cc ehe o's cee e db be wee one 34,000 42,000 
439,000 329,000 
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Year ended December 31 

1962 1961 

Policyholders’ claims— 

Recoveries |. vis. SESTiOS . ORE . GAs 687,000 558,000 
Payments ......ccccccceccscncsccccccesenereressccesceccscsceeees 164,000 163,000 
523,000 395,000 
Excess of income and net recovery on policyholders’ claims over expense 1,005,000 810,000 
Add: Interest on investments 2.6. ccc cde. cet sgas Coa sess ose ven tec ds 719,000 678,000 
1,724,000 1,488,000 
Deduct: Provision for, dncome, TAs ia: sarc ue nee tae te era dec re eetas 828,000 741,000 


Surplus (Or Year... 6... fee sabres an eveeume teu celsy es wanes een sinaaat $ 896,000 $ 747,000 


The cost of additional staff for the Export Finance Division, formed in 1961, and for 
insurance and general administration, together with the cost for a full year of larger 
quarters occupied in September 1961, was largely responsible for the increase of $110,000 
in the Corporation’s expenses during the 1962 financial year. 


The following is a summary of transactions during the year in respect of payments 
of policyholders’ claims for losses: 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1962 paid recovered off Dec. 31, 1962 
Tosp yan ait’ cae $ 268,000 $ 8,000 $ 2,000 SoU $ 198,000 
Liebe eerie she ee cg ea 354,000 150,000 129,000 76,000 299,000 
Exchange transfer ........ 1,482,000 556,000 (56,000) 982,000 


UIOR. san cng ees wuas cer vats 1,000 6,000 6,000 1,000 


$ 2,105,000 $ 164,000 $ 687,000 $ 102,000 $ 1,480,000 


Of the amount of $1,480,000 in claim payments shown above as outstanding at 
December 31, 1962, the Corporation anticipates making substantial recoveries, particu- 
larly in respect of those claims, amounting to $982,000, which were paid because of 
exchange transfer difficulties in the buyers’ countries. The amounts to be recovered will 
be added to Income in the years in which the recoveries are effected. 


148. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, c. 43, to sueceed the Canadian Farm Loan Board which had 
operated since 1929. The purpose of the Corporation is to make, administer and supervise 
long term mortgage loans to farmers. The head office is in Ottawa and there are seven 
branches and 127 field offices throughout Canada. 


During the year under review the Government of Canada paid the Corporation 
$2,250,000 to increase its capital investment, and advanced a further $56,747,000 (net) 


~ 
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by way of loans. At March 31, 1963 the equity of the Government in the Corporation 
amounted to $278,158,000, comprising: capital, $10,350,000; loans, $258,618,000; accrued 
interest on loans, $7,519,000; and reserve for losses, $1,671,000, 

During the year, 6,453 loans (6,027 in 1961-62) were disbursed to farmers to a total 
of $78,428,000 ($68,887,000 in 1961-62) and repayments amounted to $20,287,000 
($15,197,000 in 1961-62). Loans outstanding at the year-end, including accrued interest, 
amounted to $277,485,000 compared with $217,898,000 at the end of the previous year. 


The following is a comparative summary of the income and expense of the Corpora- 
tion for the past two years: 


Year ended March 31 


1963 1962 

Income— 
Serene Ponrlicne ry. VER. i. eT $11,806,000 $ 9,152,000 
Deduct: Interest on loans from the Government of Canada .... 10,200,000 7,867,000 
1,606,000 1,285,000 
Appraisal, supervision and legal fees .......... cece cececcccccecucce 500,000 406,000 
2,106,000 1,691,000 

Expense— 
Bammies*and employee benefits 72.20... lve AR 2,427,000 1,817,000 
RMN cite, Cee ee EEN has re ts ee ida dt Ge 277,000 216,000 
Serie MIROINUTITWIALTOTA 1 25 gy. « v'n'svaid dere ere e eave ee Pte ee? 212,000 129,000 
Printing, stationery and office supplies ............ccccccscccceeecs 80,000 80,000 
Postage, express, telephone and telegraph ..............ceeeeeeees 78,000 59,000 
Fees and expenses of part-time appraisers ...........ccccecssssseecs 21,000 91,000 
EN Nt Ib sais cotaccals L263 Ade Tae: anh c demdes teremees +s 36,000 31,000 
NE eee P TIN, Ea ous vena balemans once tak CORO Leman 6 55,000 44,000 
3,186,000 2,467,000 


vee uoee warried Lo reserve for: losses.) 0. bade cesses walstbeeeeee s $ 1,080,000 $ 776,000 


The increase of $719,000 in expense for the year ended March 31, 1963 resulted 
largely from the continued growth in lending activity and the consequent expansion of 
the Corporation which has resulted in an increase in staff from 183 at March 31, 1960 
to 388 at March 31, 1962 and 468 at March 31, 1963. 

In my report under section 87 of the Financial Administration Act, on the examina- 
tion of the accounts of the Corporation for the year ended March 31, 1963, reference 
was made to the reduction in the Reserve for Losses during the past three years, due in 
part to the statutory obligation placed on the Corporation to lend money at a fixed rate, 


as follows: 


Section 15 of the Farm Credit Act requires the Corporation to establish a Reserve out 
of which may be paid “any losses sustained by the Corporation in the conduct of its 
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business”. The section further provides that the Corporation shall credit its net earnings 
each year to this Reserve until the amount of the Reserve equals the capital of the 
Corporation, which amounted to $10,350,000 at March 31, 1963. In the years up to March 
31, 1960, the Reserve for Losses had beeen built up to an amount of $3,749,000, including 
$3,486,000 accumulated by the predecessor corporation (Canadian Farm Loan Board) to 
March 31, 1959. 

The operations of the Corporation over the past three years have resulted in net losses 
ageregating $2,078,000 which have reduced the balance of the Reserve to $1,671,000 at 
March 31, 1963. These losses are due in part to the Corporation being required to pay a 
higher rate of interest on $42,300,000 borrowed from the Government of Canada than the 
rate of 5% charged, under section 16 of the Act, on loans to farmers. 

An amount of $11,500,000 borrowed at 54% during the year brings to $107,800,000 the 
total of amounts which have been borrowed at interest rates of 5% ($65,500,000), 53% 
($11,500,000) and 53% ($30,800,000) since April 1, 1959 and loaned to farmers at the statu- 
tory interest rate of 5%. In addition to a direct interest loss in excess of $3,000,000 during 
the repayment period, on the $42,300,000 borrowed at 55% and 537%, these interest rates 
provide no margin to cover administrative expenses and losses on loans. 

Since further annual operating losses appear to be in prospect, consideration should 
be given to means whereby these losses may be covered without further depleting the 
Reserve, as well as to the manner in which the Reserve can be brought up to the equivalent 
of the capital of the Corporation as contemplated by section 15 of the Act. 


149. The National Battlefields Commission. This Commission, which was constituted 
by the National Battlefields at Quebec Act, 1908, c.c. 57 and 58, with the object of 
acquiring and preserving the historic battlefields at Quebec, comprises nine members, 
seven of whom are appointed by the Governor in Council and one by the governments 
of each of the provinces of Ontario and Quebec. 

Prior to 1958 the Commission was financed by statutory grants made from time to 
time under the constituting Act but, since then, the Commission has been financed by 
annual parliamentary appropriations. At March 31, 1963 the proprietary equity of the 
Crown in the Commission amounted to $1,482,000 represented by an investment of 
$1,465,000 in capital assets and $17,000 in working capital. The increase of $21,000 over 
the equity at March 31, 1962 is accounted for by increases of $20,000 in capital assets 
and $1,000 in working capital during the year. 

The following is a summary of the expenses for the year under review compared 
with those of the preceding year: 


Year ended March 31 
1963 1962 
Salaries, wages and related :expernses ©, .. «acacia cs ob as uot snatinne wank $ 151,000 $ 151,000 
Bepairs of roads and driveways 22. Gack escent te ee eee ae 21,000 —- 
EOLNNY SBOPVICES | xFie iis Uy anus BEN Rew aut ee eee IE on ee tenes cere 14,000 12,000 
Operating ‘supplies and ‘nutsery Stock if. 7E ST re 10,000 10,000 
Heat, dight and: power, 37. . Ges. ctns eeaumcedes ak: oe ee oes 10,000 10,000 
SOT eRe OG 2 Gea. ysis alla vy Wilk aca dian diol dwar ae ee on a 6,000 7,000 
212,000 190,000 
Conital outlays Sich, actig ce. Sates wine ty Pa PS eg 21,000 24,000 


—— 


$ 233,000 $ 214,000 
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The expenditure of $21,000 for repairs of roads and drivew 
of patching and paving sections of the av 
had been undertaken since 1949. 


The expenses of the Commission during the year under review, shown above in the 
amount of $233,000, were financed to the extent of $214,000 by parliamentary appropria- 
tions and $19,000 by Governor General’s Special warrant. 


Funds contributed by provincial s0vernments, municipalities and others in the years 
following the establishment of the Commission in 1908, which may be used only for the 
acquisition of land, with prior parliamentary approval, amounted to $29,000 at March 31, 


1963. The only change in the balance of this account over the past thirty years has been 
the increase arising out of investment earnings. 


ays represents the cost 
enues within the park, No repairs of this nature 


150. National Capital Commission. This Commission was established by the National 
Capital Act, 1958, c. 37, to succeed the Federal District Commission which had been 
established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 

The objects and purposes of the Commission under the Act are “to prepare plans 
for and assist in the development, conservation and improvement of the National Capital 
Region in order that the nature and character of the seat of the Government of Canada 
may be in accordance with its national significance”. Subject to the control exercised by 
the Governor in Council, the Commission has wide powers including those relating to: 
acquisition and development of property; construction and maintenance of parks, roads, 
bridges, buildings and other works ; undertaking joint projects with municipalities or 
making grants to municipalities; construction and operation of concessions; and the 
administration of historic buildings and sites. The Commission consists of 20 members 
appointed by the Governor in Council from across Canada. 

The proprietary interest of the Government of Canada in the Commission, including 
loans, at March 31, 1963 totalled $83,084,000 represented by: cash, $1,230,000; inven- 
tories of tools, equipment and supplies, $243,000; payments for land purchases under 
negotiation, $6,016,000; and cost of capital assets, $75,595,000. 

The Commission’s activities are financed by annual parliamentary appropriations, 
drawings from the National Capital Fund and loans from the Government of Canada, 
along with incidental revenues from rentals, etc. A summary of the expenditure and other 


transactions for the past two years is as follows: 
Year ended March 31 


1963 1962 


_ ———_ 


Operation and maintenance of parks, parkways and grounds adjoining 
Government buildings at Ottawa and Hull and general administration 


ed Fn BS oo cca nnnvesse neh susleeseatnnn’ $ 3,131,000  $ 2,579,000 


Provided for by: 


EMMUEUAMIATS ADDFOPTIBLONS & 65.5% soc bowed odsDbecs sev aue dyes $ 2,905,000  $ 2,317,000 


A ik AO En caer e eed sila Ria eee’ 226,000 262,000 


$ 3,131,000 $ 2,579,000 
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Year ended March 31 
1963 1962 
National Capital Fund 
Balance of Fund in hands of Commission at beginning of year ...... $ 302,000 $ 1,000 
Add: 
Amounts drawn from Fund provided by parliamentary appropria- 
tiong 6015 2oi. la dR a a, ares ee ee 5,500,000 4,250,000 
Proceeds from sales of property .......cccecceececeeccceeceeeces 120,000 682,000 
5,620,000 4,932,000 
5,922,000 4,933,000 
Deduct: 


Capital outlays for parks, parkways, railway lines and structures 3,367,000 


Repayment of loans to acquire property now in use—Queensway — 


Maintenance of land and rehabilitation works ..........0.eeeees 81,000 
Contributions to the City of Ottawa and other municipalities to- 
wards the cost of constructing roads, bridges, sewers, etc. ........ 2,732,000 
6,180,000 
Balance of Fund in hands of Commission at March 31, 1962 ...... 
Amount due from National Capital Fund at March 31, 1963 ........ $ 258,000 
Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 
Unexpended balance of loans at beginning of year ..........-eeeeeee $ 901,000 
Add: 
Government of Canada loans (net) 6 seccicsiecides cs ciincercessinesce 9,428,000 
Proceeds ‘from. sales (Of Property sic cds sake «iy cew a espe orale «ne otein 372,000 
9,800,000 
10,701,000 
Deduct: 
Expenditures for acquisition of property cic iii d. sss oie ane sen «wale 9,471,000 
Unexpended balance of loans at end of year ...........seeeeeecceees $ 1,230,000 
Interest charges on outstanding Government of Canada loans 
Interest on loans:.o3 05.540 Pe os as sh O Rwy 3 VG Gea PS AO UR Stone co $ 1,776,000 
Provided for by: 
Parliamentary: appropriauon 4.04 s« hex ss eae sees dae ee neta ae $ 1,475,000 
Net revenue from rentals of property and interest earnings ........ 301,000 


$ 1,776,000 


2,968,000 
345,000 
112,000 


1,206,000 
4,631,000 


$ 302,000 


$ 684,000 


6,247,000 
3,553,000 
9,800,000 


10,484,000 
9,583,000 


$ 901,000 


$ 1,505,000 


$ 1,304,000 
201,000 


$ 1,505,000 


—- 
a 
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The expenditures incurred in the vari 
above, totalled $20,558,000 during the y 
year and were financed as follows: 


OUS activities of the Commission, as summarized 
ear compared with $18,298,000 in the preceding 


Year ended March 31 
ondaiabiddnatieedthete eee 
1963 1962 


Sl hited ete op TER Te Or ren pe, $10,440,000 — $ 7,570,000 
Re CORO HE MEK E SCC dee ehedeeass cabanas te met 9,099,000 6,030,000 
Te Or te ot yey pacven. 492,000 4,235,000 
Se CEUTRG SOC e nah Sass b Esse tet chs CeeT one 527,000 463,000 


Parliamentary appropriations 
Loans to the Commission 


$20,558,000 $18,298,000 


————— 


In paragraph 59 of this Report, reference is made to loan interest paid by the 
Commission out of funds provided by means of annual parliamentary appropriations. 


151. National Centennial Administration. The National Centennial Administration 
was established by the National Centennial Act, 1961, ¢. 60, the objects being to promote 
interest in, and to plan and implement programs and projects relating to, the Centennial 
of Confederation in Canada. The Administration consists of a Commissioner, a Deputy 
Commissioner and eight directors, all appointed by the Governor in Council, and opera- 
tions are conducted from a head office in Ottawa, 

Section 10 of the Act directs that there shall be a special account in the Consolidated 
Revenue Fund, to be known as the National Centennial Fund, to which there shall be 
credited the amounts appropriated by Parliament for the purposes of the Fund. The 
Minister of Finance may, on the recommendation of the President of the Queen’s Privy 
Council for Canada, pay to the Administration out of the Consolidated Revenue Fund 
“such amounts as are from time to time required for the purpose of making grants to 
any province, or to any organization the objects of which are similar to the objects of the 
Administration, for the observance of the Centennial of Confederation in Canada”. The 
amounts paid by the Minister of Finance are to be charged to the Fund but a payment 
out of the Consolidated Revenue Fund may not exceed the balance standing to the credit 
of the Fund. With Privy Council Vote 55 providing for a payment of $833,333 to the 
National Centennial Fund and no payments having been made out of the Fund, a balance 
of $833,333 was carried at the credit of the National Centennial Fund at March 31, 1963. 
Special Appropriation Act, 1963, which was given Royal Assent on July 22, 1963, provided 
for the payment of $1,000,000 to the Fund in respect of the year ended March 31, 1963. 
Accordingly, an additional $166,667 was charged to Privy Council Vote 55 and credited 
to the Fund as at March 31, 1963. 

Section 11 of the Act provides that all expenditures of the Administration, other 
than grants made out of the National Centennial Fund, shall be made out of moneys 
appropriated by Parliament therefor. The expenses for the period from the establishment 
of the Administration on September 29, 1961 to March 31, 1963 comprised $275,000 for 
two grants and $22,000 for administrative expenses. The grants were made pursuant to 
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the provisions of section 9 of the Act which provides that the Administration may, subject 
to the approval of the Governor in Council, engage in joint projects with, or make 
grants to, any province or organization with objects similar to those of the Administra- 
tion. The administrative expenses did not include the value of office accommodation and 
accounting services provided by government departments. 


152. National Harbours Board. This Board was established in 1936 by the National 
Harbours Board Act, now R.S., ¢. 187, and has jurisdiction over the harbours of Halifax, 
Saint John, Chicoutimi, Quebec, Three Rivers, Montreal (including the Jacques Cartier 
and Champlain Bridges), Vancouver and Churchill, together with the grain elevators at 
Prescott and Port Colborne. The head office of the Board is in Ottawa. 

The proprietary equity of the Government of Canada at December 31, 1962, as 
shown on the Board’s balance sheet, totalled $463,766,000, made up of: assets transferred 
to the Board on its establishment and subsequently, $56,917,000; loans and advances, 
$308.882,000; interest in arrears on loans and advances, $71,290,000; and reserves, 
$100,037,000; less the accumulated deficit of $73,360,000. 

There was a net increase of $17,945,000 during the year in the outstanding loans and 
advances. The following summary shows the changes in this account: 


Balance, January 1, 1962 2.2... 0. esse e srg sev escigcsnswe sen ee sass $ 290,937,000 
Add: 
Loans during year, secured by certificates of indebtedness ...... $ 18,816,000 
NCLVANCEN (otis ns see cies wee nen olen Sere ea ee Oe mei ecens 150,000 18,966,000 
309,903,000 
Less: Repayments during year .......csccccrccccssssccsccccccose 1,021,000 
Balancte,’ Detéember 31) 1962! ie. i. dese es ewe nes wonky ee $ 308,882,000 


The interest in arrears on loans increased by $6,504,000 during the year, representing 
credits to the proprietary equity of $10,059,000 (with offsetting charges to expenditure) 
less payments to the Receiver General of $3,555,000. There has been a steady increase 
over the past five years in the outstanding interest in arrears on loans, as follows: 


DECEMer ol ddGG rele eters et Cece ran coer epee kates oats SRO ae pO aain esas Sea mires eters $49,315,000 
POUCHES Ol, LOGS ars s cee ce © us ue 05% Oh tn de Gems « ceike Cee Se ce nie es wave wees anna 54,011,000 
Mpecember' al; L060... cs ck ee cac cs Coats TES Cus Des GEES SRR CMEC e Ss Cod ene teres ue 59,008,000 
Dacemuer Sl TOG savages ck tees cs 6 Oe CUO OnT Ore Coal nen eee rks te te taee Pawan eee 64,786,000 
djeoem ber alo L068 ses ccs he oe Ce eis 6 oS a RE Ree I ne ERS oc ee ee 71,290,000 


In previous Reports it was observed that there appears little prospect of the Board being 
in a position to meet its principal and interest obligations and it was recommended that 


consideration be given to reconstituting the Board’s financial structure on a more 
realistic basis. 
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Amounts receivable by the Board at the year-end included $112.000 due from the 
Quebec Natural Gas Corporation for rental] charges by the Board for an easement for a 
20-inch natural gas pipeline on the Jacques Cartier Bridge. The amount represents the 
sum of $56,000 which was outstanding on December 31, 1961 plus a charge of the same 
amount for 1962, no payment having been received during the year. Authority for 
installation of the pipeline was granted by the Board on May 1, 1959 subject to later 
negotiation of the annual rental rate, but after installation of the pipeline the corporation 
would not agree to the rental rate proposed by the Board and requested the Board to 
consider a rental rate that would be little more than nominal. No agreement was reached 
during the year under review with respect to the rate to be charged. 

The Jacques Cartier Bridge was operated, until revocation of tolls on June 1, 1962, 
under a tri-partite agreement, a provision of which required the City of Montreal and 
the Province of Quebec each to pay to the Board one-third of any annual deficit arising 
from the operations of the Bridge, to a maximum of $150,000. In 1944 the Province 
refused to make its required contribution and as of the end of 1949 its accumulated 
indebtedness amounted to $744,425. The Bridge has not incurred an operating deficit 
since 1949 and the accounts of the Board continue to show this sum as the amount due 
from the Province. The settlement of this claim and the transfer of the Bridge to the 
Province have been subjects of recent negotiation between the Board and the Province. 

As observed in previous Reports, the Board has been involved in a dispute with the 
Canadian Pacific Railway regarding the ownership of certain areas at Coal Harbour, 
Vancouver, since the Board’s establishment in 1936 (being a continuation of a dispute 
between the Board’s predecessor and the Railway Company since 1880). Pending settle- 
ment of the matter, the C.P.R. collects rental and other revenue from certain areas in 
possession of the Company, while the Harbour authorities do likewise in respect of 
certain areas which the Board has occupied. At December 31, 1962 the Board was holding 
$139,800 in cash and securities in a special account, while the C.P.R. was holding 
$220,000 in an escrow account. No progress was made towards settlement of the dispute 
during the year. 

The following is a summary of the operations of the Board for its past two financial 


years: 
Year ended December 31 


1962 1961 


a —_—__— 


Operating income— 
PT ee, ali a. fach oncc¥ fe has cee Cameee ¢ Tie ON Tip anaes 
DO ee reer rrr eer rT err re ee TT 
PRIS U RUBLOIIN  . a ease cs kectaccacevesedenmaseceres ents e’ 
(old storametnvevonis 24 60. 6 OAT, BV a lee ee te does 
PC, a, i i a ah er ee 


$ 3,184,000  $ 3,243,000 
9,267,000 9,366,000 
7,539,000 7,739,000 
1,130,000 1,172,000 
2,023,000 1,843,000 


1,000 
a PPT TT eee Te eTTTT TIT TT ae ey ' pings : ib x0 
wacotes Cartior Bridge ........ccccccsccccccccnsavanwccssvecsensens se pe 498, 
WMI EPICS ei secu ccc ccccrcccscdcvascusessvevavsbessouse ; 


i 1,426,000 
BAIMBITAEOUE REFVICEN Ek oGikn a boc cobb ove dweeecesedests cttevabeve 1,213,000 


26,718,000 29,018,000 
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Year ended December 31 
1962 1961 
Operating and administrative expenses— 
FIAPDOUIE oc cole uc eed co ted Piet eae ee Ee eR gies aca 3,870,000 3,775,000 
Wharvee ANd THETS .. yang: 1s shoe ean ls Cee eee eee ee ane et 1,186,000 871,000 
Grain elevator. SYBtet,.. acco + v0 ener as ean ss Soins sy one eet e pene tes 5,235,000 5,416,000 
Cold. BtOTR 26 SYSLEINE. i vinca ax cs genes ants Sake Oe Re at eee aes ee 1,173,000 1,141,000 
Permanent BUCS. ccce «kas oe) cos vend 6 ie ea ee ee ee eae ee oe 1,485,000 1,378,000 
Railway SYStCIOA vas caps esp suns 52 oon «sega s eee ee ee sees eka 1,103,000 1,119,000 
Jacques Cartier BYigee 5325+ xan «lias sae pote ue ae eee t= are ane 426,000 694,000 
Champlain BLIGE: «sla. wesc ae « sy aie Mboup eats fee oie on oo sale te lee ie vate 155,000 -- 
Miscellaneous: Services & 4... s acc coe eas ous sane eed ns ORO eas mame 1,460,000 1,645,000 
ACMMIBUARIVe GXPCIBAS oo. acca cs ces cee ea aes Os cat ee a eemene es 2,259,000 2,004,000 
18,352,000 18,043,000 
Wet Opernting income 232s iaac ces sp Cohad oe sn phen lety a= cease we Cates 8,366,000 10,975,000 
Other income— 
Tndoime? rom IVestinenta 2. 0.54 <6 oe eee ee eae bce ec eiat reer a ee 2,475,000 2,520,000 
Mie HENOOUR Oe ions sa te oe os ete rete eae ale terreno ciee errant 202,000 170,000 
11,043,000 13,665,000 
Special charges— 
Provision for interest on loans and advances ..........-eceeceeeees 9,464,000 8,759,000 
Provision for replacement of capital assets ..........cccceeeeeeeees 4,493,000 4,349,000 
Other special shargées ¢.:ciw..,.c6g.0088. Leta. &. 2h. ReeREMe 664,000 555,000 
14,621,000 13,663,000 


at Tatoo: (Drone aace 5s Pew cs oe aa oe ey er oe $ 3,578,000 ($ 2,000) 


As previously noted, all tolls and charges assessable in respect of the passage of 
vehicles over the Jacques Cartier Bridge were revoked, effective June 1, 1962 in 
accordance with Order in Council P.C. 1962-792 of May 28, 1962, and this accounts for 
the decrease in revenue of $2,004,000 from this source. The Champlain Bridge was 
opened to traffic on June 29, 1962 and is being operated as a toll bridge. 


The increases in operating expenses for harbours and wharves and piers are largely 
explained by repairs of a nature which do not normally occur annually. At Quebec, major 


repairs and reconstruction of a quay wall amounted to $144,000 and, at Montreal, repairs 
to a wharf amounted to $156,000. 


a Prevailing rate employees of the Board, after a period of satisfactory service, become 
eligible to be contributors under the Public Service Superannuation Act, retroactive to 
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date of commencement of employment. In such cases it becomes necessary for the Board 
to contribute to the Publie Service Superannuation Account an amount equal to the 
sum contributed by relevant employees for service prior to the date of eligibility. A large 
number of prevailing rate employees at Montreal will become eligible to so contribute 
during 1963 and, accordingly, the sum of $111,000 was charged in the accounts as a 
provision for the estimated liability for contributions which will then be required to be 
made by the Board in respect of prior service. This provision, plus an upward adjustment 


in salaries of permanent employees, largely explains the increase in administrative 
expenses during the year ended December 31, 1962. 


153. Northern Canada Power Commission. This Commission, which was established 
in 1948 and operates under the Northern Canada Power Commission Act, 1956, ¢c. 44, 
consists of three members appointed by the Governor in Council and has its head office 
in Ottawa. The objects of the Commission are to construct and operate electric power 
plants and to supply power to mines and other users in the Northwest Territories and 
the Yukon Territory and, with the approval of the Governor in Council, in any other 
part of Canada. Hydro-electric plants are operated at Snare River, N.W.T. and at Mayo 
River and Whitehorse Rapids, Y.T. and thermal-electric stations are in operation at 
Fort Resolution, Fort Smith, Fort Simpson, Inuvik, Fort McPherson and Frobisher Bay, 
N.W.T. and at Field, B.C. 


The proprietary equity of the Government of Canada, as shown on the Commission’s 
balance sheet at March 31, 1963 was as follows: 


March 31 
1963 1962 
Advances: 
Under section 14 of the Act—for investigation of projects .......... $ 50,000 $ 50,000 
Under section 15 of the Act—for capital expenditures, including 
SST Ree eee Oe OA Oe ee Pe, ee 18,960,000 19,104,000 
Equity represented by depreciated value of public utilities at Inuvik, 
N.W.T., financed by advances under section 15 of the Act recoverable 
from funds to be appropriated by Parliament according to Order in 
m Council P.C. 1957-36/626 of May 3, 1957 ..........ccecsecccesccs 6,513,000 6,759,000 
Reserve for contingencies pursuant to section 10 of the Act .......... 1,601,000 1,611,000 
Reserve for extension, expansion and improvements, equivalent to ex- 
penditures incurred on acquisition of capital assets, as permitted 
OTN AE ERG LAGE oso cnid ssc eieinn yas ©hies « Rep baraewetingss eas 242,000 228,000 
856,000 913,000 


re nerstatement- of Burn luaissice sae nc pages 000 0d de otnee eee onicina ; 


$28,222,000 $28,665,000 


Subsequent to the fiscal year-end, Special Appropriation Act, 1963 (Vote Ate) 
authorized the write-off of the advances made to the Commission for the construction 
and installation of the public utilities at Inuvik, N.W.T., thus permitting a corresponding 


sige ere 
elimination from proprietary equity in the Commission's Scoceniae 
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The Commission acts as agent for the Government of Canada in respect of loans 
made under the Atlantic Provinces Power Development Act, 1957-58, c. 25, and, in this 
capacity, advances are made to the provincial power commissions of Nova Scotia, New 
Brunswick and Newfoundland. As of March 31, 1963 these outstanding loans totalled 
$23,170,000, of which $5,861,000 was added during 1962-63. 


A summary of the income and expense of the Commission for the past two years 


follows: 
Year ended March 31 
19631068 
Income— 
Malet is DOW OL bate « c <n 5.4 shocacie ind a:6:n pen 4 che m vise, anne, ine eceininaae see $ 2,798,000  $ 3,036,000 
Income arising from construction, maintenance and operation of 
facilities for government departments and others ................ 568,000 471,000 
Sale of steamy all water eae sss wader ees ce tee epee ses cs ce 365,000 375,000 
MiscellanGOus Acre te ees tee cw eee kartee es oa see dee eie ne ese tees 123,000 106,000 
3,854,000 3,988,000 
Expense— 
Operating and miaIntenance® .::. 5. s\c ciate vise oc sites ta tie aie tees se ule sem 2,135,000 1,823,000 
ACIMINISETALIVE coc ontturieos < oid oe ak Gite coe cin ca ene ioe 236,000 227,000 
Interest on advances from the Government of Canada ............ 757,000 775,000 


Provision for depreciation (equivalent to repayment of principal of 
advances from the Government of Canada) ............ceeeeeces 498,000 494,000 


3,626,000 3,319,000 


Net income | .>. 2.4. ..ceetntiee ace ee eas... $ 228,000 $ 669,000 


During the year the rates charged for electric power were reduced and there was a 
decrease of approximately $484,000 from the preceding year in the revenue from sales 
of power attributable to the lower rates. However, consumer demand for electric power 
continued to rise and the decline in revenue resulting from the lower rates was offset to 
the extent of $247,000 by revenue from increased consumption. 


154. Northern Ontario Pipe Line Crown Corporation. This Corporation was 
established by the Northern Ontario Pipe Line Crown Corporation Act, 1956, c. 10, for 
the purpose of constructing the Northern Ontario section of the all-Canadian gas pipe 
line and leasing it (subject to approval by the Governor in Council) to Trans-Canada 
Pipe Lines Limited, with an option to purchase. 

In October 1958 the Corporation entered into an agreement to lease the Northern 
Ontario section to Trans-Canada Pipe Lines Limited for a period of 25 years, with an 
option to purchase the facilities, exercisable within the period of the lease agreement. 
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Under the terms of the lease, all expenses of operation, repairs and maintenance, taxes 
and other expenses of upkeep were borne by the lessee. 

Section 6 of the Act enabled the Corporation to borrow, from the Government of 
Canada or otherwise, the funds necessary for the construction of the facilities, provided 
that the borrowings outstanding at any time did not exceed $130 million. Borrowings 
under this section were solely from the Government and were covered by demand notes 
bearing interest at the rate of 337 per annum. At December 31, 1962, $113,137,000 was 
outstanding, a decrease of $7,843,000 from the preceding year, being the net result of 
additional loans of $1,545,000 and repayments of $9,388,000. 


The capital cost of the Northern Ontario section at December 31, 1962 amounted to 
$129,866,000, comprising assets acquired of $119,873,000 and engineering, administrative 
and financing expenses of $9,993,000. 

The Corporation’s accumulated surplus increased by $118,000, from $365,000 at 
January 1, 1962 to $483,000 at December 31, 1962. This increase was accounted for by 
the excess of interest earned in accordance with the lease agreement, $4,205,000, over 
the interest of $4,087,000 paid on borrowings from the Government of Canada. 

A footnote to the Corporation’s balance sheet at December 31, 1962 stated that 
Trans-Canada Pipe Lines Limited had indicated its intent to exercise the option to 
purchase the Northern Ontario section in 1963. This option has since been exercised 
and the purchase was completed on May 29, 1963 whereupon the Corporation discharged 
its liability for the amount then due to the Government of Canada for outstanding 
loans and interest accrued thereon. In accordance with the terms of sale, Trans-Canada 
Pipe Lines Limited assumed responsibility for the negotiation and settlement of all 
claims then outstanding and any other claims which may arise in the future. 


155. Northern Transportation Company Limited. This Company is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited. Northern Transportation (1947) 
Limited was incorporated under the Companies Act, 1934, to take over the business and 
undertaking of a predecessor company which had been incorporated under a Province of 
Alberta charter in 1935 and whose shares had been acquired when the capital stock 
of Eldorado Mining and Refining Limited was expropriated by the Government in 1944. 
The corporate name was changed to Northern Transportation Company Limited in 1952. 
Although the Company is authorized by its letters patent to carry on a general transpor- 
tation business by land and water throughout Canada and elsewhere, its activities, 
directed from administrative headquarters in Edmonton, have been almost wholly 
confined to the Mackenzie River water system and the adjacent area of the Arctic Ocean. 

The equity of Eldorado Mining and Refining Limited at December 31, 1962 was 
$6,159,000, comprising capital stock of $152,000, surplus of $4,757,000 and a Tagerg for 
Insurance of $1,250,000. The reserve for insurance was increased by $750,000 during the 

_ year under review by a transfer of this amount from surplus in accordance with a 
resolution of the Board of Directors to discontinue all physical damage insurance 
| coverage with commercial companies by June 30, 1962. The reserve is fully invested in 


short-term bank deposits. 
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The following is a comparative summary of the operating results of the company 
for its last two financial years: 


Year ended December 31 
1962 1961 
Income— 
Freight earnings ........ecesececsccecccececeseaencsenccscecsoesees $ 2,233,000 $ 2,583,000 
Expense— 
Operating. aT a ven othe ee tree smoker aamurn nse aes tne tens cer 1,265,000 1,361,000 
Depreciation ........ssccssccecncncccestcacsscuseccsnsecsccsececes 488,000 527,000 
Administrative ..sccccssecesccccs vaievesvadesinsicneeigee cease se eeien es 240,000 222,000 
1,993,000 2,110,000 
Net income from operations ........cceeeeece sere ere eesceeneeeeeeees 240,000 473,000 
MiscellaneouS INCOME ...cesecccccececccccececcscssecrescesecseesees 142,000 93,000 
382,000 566,000 
Provision for MCOME TAX... 2... csc cc ees casnterecesasnsencemavevcames 250,000 312,000 


Wet. iIncOtme: ods odcem: suas delepied > Wie eerie Pets « Temre - ee eee $ 132,000 $ 254,000 


The decline in freight earnings which began in 1959 continued during the year 
ended December 31, 1962 with a decrease of $350,000, mainly due to reduced traffic 
caused by the curtailment of uranium production at the Beaverlodge mine of Eldorado 
Mining and Refining Limited. The reduction of $96,000 in operating expenses reflected 
the decreased level of operating activity, as well as a continuation of the cost reduction 
volicy put into effect last year. 


156. Park Steamship Company Limited. This Company, incorporated in 1942 under 
the Companies Act, 1934 for the purpose of supervising the operation of Crown-owned 
cargo vessels, ceased operations when the “Park” fleet was sold in 1946-47. Its current 
activities are limited to the settlement of occasional claims for compensation by seamen 
for injuries that had been sustained during the operating period, and these activities 
are attended to by staff of the Canadian Maritime Commission. 


157. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Companies Act, 1934 pursuant to the 
provisions of section 6 of the Department of Munitions and Supply Act, 1939, c. 3 as 
amended by 1940, ec. 31. At December 31, 1962 there were three wholly-owned subsidiary 
companies: Polysar Belgium S.A., Polysar Nederland N.V., and Polysar International 
S.A., as well as one subsidiary, Polymer Corporation (SAF) in which Polymer held a 
95% equity and the Banque de Paris et des Pays-Bas the remaining 5%. Polymer 
Corporation (SAF) was incorporated under the laws of France in January 1961 and in 
the fall of 1962 its special purpose rubber plant located near Strasbourg commenced 
operations, although output to the end of the year was nominal. Polysar Belgium S.A. 
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was formed under the laws of Belgium in December 1961 and construction of a butyl 
rubber plant near Antwerp began in 1962. Polysar Nederland N -V., which is a holding 
company, was incorporated in accordance with the laws of Holland in May 1962. Polysar 
International S.A., with headquarters in Fribourg, Switzerland and branch offices in 
Vienna, London, Tokyo and Mexico City, was incorporated under Swiss law in June 1962 
for the purpose of marketing all Polymer products outside of North America. The parent 
company produces synthetic rubbers and chemicals at Sarnia where the head office is also 
situated. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at the year-end amounted to $79,105,000, consisting of capital stock of $30,000,000 
and retained earnings of $49,105,000. During the year under review dividends of 
$3,000,000 were paid to the Receiver General, the same amount as in the previous year. 


The results of operations for the past two years are set out in the summary which 
follows. Since none of the subsidiary companies had commenced operations by 
December 31, 1961 and only one had begun full-scale operations by December 31, 1962, 
the amounts shown for 1961 are with respect to the operations of the parent company 
only, and the amounts shown for 1962 include, in addition, only the operating results 
of the one subsidiary for the period from September 1 to December 31, 1962. 


Year ended December 31 


1962 1961 
Oe ay las Ee $87,022,000 $87,679,000 
EN ec odes ols ou den'ece cd te oekee Gis cat lcteeemnn 435,000 835,000 


87,457,000 88,514,000 


EPROM ASEAN LUA LANA Gash tascaease sess doe urec evden telly. ae 63,634,000 64,308,000 
Selling, administrative and research expenses ............eceeceeceeeee 4,774,000 4,144,000 


68,408,000 68,452,000 


Net income before provision for income tax ..........sseeeeceeeeeeess 19,049,000 20,062,000 
SE MP EROOMAD TAT os wed cs cde cates tnecetaduscubdenvesawes 8,765,000 9,842,000 


a a pt a a gaan i a ee ee $10,284,000 $10,220,000 


Additions to fixed assets during the year, amounting to $23,517,000, were almost 
equally divided between the costs of the capital development program of oe" subsidiary 
companies and the costs of the expansion of the parent company plant ae oy 
managements of the several companies estimate that continuation of the capital dev — 
ment program will involve expenditures totalling $21,000,000 during the year ending 
December 31, 1963. “ 

In computing taxable income for the years 1961 and 1962 ae wna =n 
advantage of capital cost allowances permitted under the Income ae Act 7 ni a 
in excess of depreciation charged in the accounts. The effect of this procedure was to 
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defer payment of income tax totalling $3,460,000 until future years when depreciation 
charges may be in excess of capital cost allowances. 

To finance construction of their plants in France and Belgium, Polymer Corporation 
(SAF) borrowed NF 35.600.000 ($7,817,200) repayable 1965-71, and Polysar Belgium 
S.A. negotiated a loan of BF 450.000.000 ($9,729,729), repayable 1969-77. No funds were 
drawn down by Polysar Belgium S.A. under its loan during 1962. With the exception of 
NF 15.280.000 ($3,354,900), the loans are guaranteed by the parent company and all are 
repayable in the currency in which they were obtained. 


158. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
Authority Act, R.S., c. 242 (proclaimed July 1, 1954) the Authority maintains and 
operates the Canadian section of the 27 foot waterway between the Port of Montreal and 
Lake Erie. The section of the Seaway in the United States is operated by the Saint 
Lawrence Seaway Development Corporation. In accordance with an agreement made in 
1959 between Canada and the United States, revenues from tolls are divided between 
the two Seaway entities in proportion to their annual costs of operation and maintenance, 
interest charges and repayment of loans. The Authority also operates non-toll canals at 
Lachine, Cornwall and Sault Ste. Marie, the net operating cost being provided for by 
annual parliamentary appropriations. 

The Authority is a corporation consisting of a President and two other Members as 
provided by the Act. Its head office is at Ottawa, with operating headquarters at Cornwall 
and regional headquarters at St. Lambert, Cornwall and St. Catharines. 

The Crown’s equity at December 31, 1962 is shown on the Authority’s balance 
sheet as follows: 


Capital assets transferred from Department of Transport, April 1, 1959 (including 


Welland Ship Canal at a value of $130,717,000) .........eeee eee eee rere eeeee $ 180,483,000 
Loans under section:25.0f the Act 256s. sass 5s sstameieiewinle bivcdwene: msi ure bee ieee 334,500,000 
Interest: On lOgiis=-Glerred .s sicc uss ct vaca cae see wee snot oes aicle we nl ain kine sates 49,388,000 

564,371,000 
Deduct «Deficits Wirt s vas. cxbhs Bc oeciess bol) ca ce. c 5 po ied aioe ae cena 37,934,000 
$526 ,437,000 


The following is a summary of the income and expense of the Authority for its past 
two financial years: 


Year ended December 31 
1962 1961 
Income— 
OUS. sels... > wramaslen Cob Ee See eels eres, eens ei oe $ 9,556,000 $ 9,548,000 
Net income from operation of Cornwall-Rooseveltown International 
Re sid con u oh ee Marek WG es Se ee Re EET aa aera 121,000 _ 
Other 


eb Seales SEN Sy ete ig A Ew oe Siena nies ee ah liga ene RE eee 1,015,000 899,000 


10,692,000 10,447,000 
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Year ended December 31 


1962 1961 
Expense— 

ee PRT ORPRURC Elis bin ot «Hed - cin cesne. ovncd. cP ewe Re 2,592,000 2,602,000 
PO OIG oo ne os sss cageuconevaioerss..c,, 0 2,087,000 1,728,000 
Operating and maintenance SULPOLVIEION", scr sia clasts ee 1,232,000 1,071,000 
Ferme verb eins eg bg oc. eds Canuck daa. 1,760,000 1,617,000 
: - oy 7,671,000 7,018,000 

Deduct: Portion of supervision and administrative expense applicable 
a Sah i a EOE RE ee a 324,000 288,000 


7,347,000 6,730,000 


Net operating income before providing for interest and for replacement 


of machinery and equipment ..........0.... 00. eceecceceeceece en... 3,345,000 3,717,000 
Interest on loans from the Government of Cnmedae en. Us ce 15,397,000 13,793,000 
Interest on contractors’ claims and other Ls Ett 2. A aie ar es ae 164,000 _- 
Provision for replacement of machinery and equipment ............ 888,000 200,000 

16,449,000 13,993,000 
Rms, Mas, I esehenmee. 6%, fone) hoot. pa. Jae $13,104,000 


$10,276,000 


Income for the year was adversely affected by the Government's decision to suspend 
tolls for the transit of the Welland Canal, effective July 18, 1962. According to statistical 
records, this suspension of tolls resulted in a loss of revenue of $953,000 during the 
remainder of the year. 

The extent by which revenues in 1962 fell short of meeting expenses in each of the 
two sections of the waterway and of the North Channel Bridge is shown in the following 


summary: 
St. Lawrence North 
River Welland Channel 
Section Canal Bridge Total 
NR ORT ct acre cev eres. $ 8,914,000 $ 642000 $ — $ 9,556,000 
Pattee, ti,i00 Madea, 217000 798,000 ~=~=«121,000* 1,136,000 
9,131,000 1,440,000 121,000 10,692,000 
s of operation, maintenance and 
i aca hae Baie abe we ele 2,931,000 4,416,000 — 7,347,000 
Net operating profit (loss) .......... 6,200,000 ( 2,976,000) 121,000 3,345,000 
13,397,000 1,795,000 205,000 15,397,000 
SEE TS NS igs ny anaes ade scs ea sso 97; 
schaeistotkar BO anit Rone ere eee 153,000 11,000 -= 164,000 
isi l ent of machinery 
sai a cee ee ins Pa eR ee kh 503,000 379,000 6,000 888,000 
14,053 ,000 2,185,000 211,000 16,449,000 
Net 1 $ 7,853,000 $ 5,161,000 $ 90,000 $13,104,000 
A ae ee ee re ee ee 853, 


1, 1962. 
* Excess of income over operating expense for the period from July 3 to December 31, 
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On the St. Lawrence River section the net operating profit of $6,200,000 compares with 
profits of $5,893,000 in 1961, $5,178,000 in 1960 and $5,894,000 in 1959. On the Welland 
Canal, the net operating loss of $2,976,000 compares with losses of $2,176,000 in 1961, 
$1,726,000 in 1960 and $633,000 in 1959. 

Toll revenues for four full navigation seasons have been substantially less than had 
been anticipated by the Canadian and United States toll committees in 1958, as shown 


below: 
St. Lawrence River Welland Canal 
Estimated Actual Estimated Actual 
; 15) i ae rem Ramee amen © Ba ie Tee Pe 8 8 $ 9,301,000 $ 7,105,000 $ 2,060,000 $ 1,224,000 
TOAO i 2, wccon Aare) ais eee ae 10,789,000 7,156,000 2,215,000 1,326,000 
1OR1.-itniies, cc eG VEN Dic’ «bananas 12,277,000 8,086,000 2,369,000 1,462,000 
1 al nl RR ede OW A OE MR ie tere 13,765,000 8,914,000 2,575,000 642 ,000* 
$31,261,000 $ 9,219,000 $ 4,654,000 


$46,132,000 


* Tolls for the transit of the Welland Canal were suspended as of July 18, 1962. 


The Authority and the Saint Lawrence Seaway Development Corporation are to 
report to their respective Governments in 1964 on the adequacy of the toll structure to 
provide sufficient revenue to meet their operating costs and financial obligations. In this 
connection, it has been estimated that, beginning with 1964, the Authority will require 
revenues of about $30 million each year for 46 years to meet operating costs and debt 
payments under the present financial arrangements. Tolls and other income in 1962 
amounted to only $10.7 million including $642,000 of Welland Canal tolls which, as noted 
above, were suspended in 1962. 

Section 25 of the St. Lawrence Seaway Authority Act provides that the Minister of 
Finance, with the approval of the Governor in Council, may from time to time make loans 
to the Authority. Section 13 of the Act, as amended, states that the aggregate of the 
amounts so borrowed under the Act and outstanding shall not at any time exceed 
$345,000,000. At December 31, 1962 the Authority was indebted to the Government of 
Canada in respect of loans and deferred interest in the total amount of $383,888,000, 
made up as follows: 


Toate tinder section 25 of the Aer. fic. e ces te oe sc delee oe eee ees nee tate ae ale emis Ome $ 334,500,000 
Interest to December 31, 1959—deferred ....ccccccccrcccncccccvccccerucreneees 19,427,000 
Triterest, for the year 1961—déferted .;... EAAGi 1s saeco nienice empleo cee 14,289,000 
Interest. for the year 1962—dlelerred nics ccs canus cs toes neme ruses aun en sees ele 15,672,000 


$ 383,888,000 


Section 16 of the St. Lawrence Seaway Authority Act requires that the tolls shall 
be fair and reasonable and designed to provide a revenue sufficient to defray the cost to 
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he Authority of oertons which cnt sal nde (a) payent in rtp of 

Sepa ‘Authority, (6) amounts sufficient to amortize the 
principal of amounts so borrowed over a period not exceeding fifty years. and (c) the cost 
of operating and maintaining the canals and works under the administration of the 
Authority, including all operating costs of the Authority and such reserves as may be 
approved by the Minister. Pursuant to these provisions, the original conditions under 
which loans were made to the Authority under section 25 of the Act required the pay- 
ment of interest only in the first three full years of operation (through the year ending 
December 31, 1962) and thereafter payment of annual amounts sufficient to amortize 
over a period of 47 years (or by December 31, 2009) all loans and interest thereon. 

The terms of the Authority’s financing arrangements were amended by Order in 
Council P.C. 1961-1863 of December 29, 1961 and the principal amount of loans received 
to finance construction of the Seaway, together with interest previously deferred and all 
other interest now accrued or accruing up to December 31, 1963, is now to be repaid, 
together with current interest thereon, in 46 equal annual instalments commencing 
December 31, 1964. 

In accordance with these financial arrangements, the operations for 1962 have been 
charged with interest amounting to $15,397,000 (an additional amount of $275,000 was 
included in construction costs), but this interest has not been paid and is included in the 
balance sheet as part of the Proprietary Equity. There was no charge to the year’s 
operations with respect to amortization of the principal of the amounts borrowed. 

The costs of operating and maintaining the canals and works under the administra- 
tion of the Authority are defined under paragraph (c) of section 16 as including all 


- operating costs of the Authority and such reserves as may be approved by the Minister. 


The Authority is of the opinion that it is not necessary to include depreciation as an 
element of operating and maintenance costs and that the amortization over the 50 year 
period of the principal of the amounts borrowed, together with interest as required by 
subsections (a) and (b), and provision for replacement of machinery and equipment as 
mentioned below, meets the requirements of the Act. Accordingly no provision for 
depreciation has been included in the costs for the year under review. 

Provision has been made during the year toward the cost of replacing machinery 
and equipment, including lock, bridge and building machinery and equipment, in the 
amount of $2,710,000, of which $1,822,000 was charged to Deficit Account, being addi- 
tional provision required for the years 1959 to 1961, and $888,000 was charged to expense 
in respect of the year ended December 31, 1962. The reserve for replacement of machinery 
and equipment, as thus augmented, amounted to $3,343,000 at December 31, 1962. No 
provision has been made in the accounts for the replacement of buildings, lock gates 
and lock and bridge structures. The Authority considers that these Seaway works can 


be maintained in working condition at all times under its maintenance program. 


The Governor in Council, by Order in Council P.C. 1963-572 of April 11, 1963 and 
pursuant to a 1956 agreement between the Canadian National Railway Company and 


122 AUDITOR GENERAL’S REPORT 


The St. Lawrence Seaway Authority, has determined that responsibility rests with 
The St. Lawrence Seaway Authority for the cost of installing a lift span in the Victoria 
Bridge at Montreal and of constructing an alternative bridge, containing a moveable 
span, to carry rail as well as highway traffic over the St. Lawrence Seaway. The Order 
accordingly provided that the Authority should reimburse the Canadian National Railway 
Company for its outlays of $11,753,000 on these works, together with interest thereon 
computed to December 31, 1962 in the amount of $2,228,000 and interest on the same 
amount of $11,753,000 from December 31, 1962 to the date of reimbursement. 

Because the borrowing powers of the Authority were close to their statutory limits 
of $345 million and could not cover the above-noted reimbursement of $11,753,000, the 
Governor in Council, by P.C. 1963-1140 of July 30, 1963, directed that the payment of 
the said amount be made from parliamentary appropriations for 1963-64 and that the 
matter of reimbursement by the Authority be reserved for later decision. The above 
Order in Council also provided that the interest payment to the Railway Company 
should be made from parliamentary appropriations but should not be recovered from 
the Authority as the lengthy delay in settlement of the matter could not be blamed on 
the Authority since, under the 1956 agreement, this was a matter for action by the 
Governor in Council. 

The following table summarizes the expense and income and shows the remedial 
works and capital expenditure relating to the non-toll canals operated or administered 
by the Authority for the past two years: 


Year ended December 31 
1962 1961 
Expense— 
Operating’ expenseY 2.07. ore oe eee Sees ye ene ee ee cls $ 1,086,000 $$ 584,000 
Maintenance: expense *. 424... SOS 00 aCe abet eek Oe 940,000 749,000 
Operating and maintenance SUperviSION .............. cece eee e eee 181,000 204,000 
Portion of Authority’s supervision and administrative expense 
apnlietble 40. Ton=toll: candles... dc. 5 sae. 22 cu he ee ee 324,000 288,000 
Hroploved. DOMmeUtd: & i3 wacecics hase oust res eee ante ee 107,000 111,000 
2,638,000 1,936,000 
Income. trom. rentals, yavyharfage, ‘ete. 4.4. aaa wave eee es. es 378,000 515,000 
UPerarine sent. v5 cin oie ees dh Ok ed Ye ae ee ee Oe oe 2,260,000 1,421,000 
Remedial works—municipal properties .............ccccceecccccecces — 72,000 
Capel oxpenditures Gente eer eres ee eee, eee 76,000 318,000 
Operating deficit, remedial works and capital expenditures (recovered 
from parliamentary appropriations) ..............eccceeceuucceuce $ 2,336,000 $ 1,811,000 


SSS 


The increase of $502,000 in operating expense during 1962 is more than accounted 


for by increased grants in lieu of municipal taxes, which amounted to $700,000 compared 
with $128,000 in 1961. 
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Departmental Operating Activities 


159. Extensive trading or servicin 


g activities are operated by a number of depart- 
ments, for example: 


Agricultural commodities stabilization activities (operated by the Agricultural Stabilization 
Board under the Department of Agriculture) ; 


Board of Grain Commissioners for Canada (under the Department of Agriculture) 


Canadian Government Elevators (operated by the Board of Grain Commissioners under 
the Department of Agriculture) ; 


National Film Board (reporting through the Secretary of State) 
Post Office activities; 


’ 


Public printing and stationery activities (under the Department of Defence Production) 


Royal Canadian Mint (under the Department of Finance); and 
Airport operations (under the Department of Transport). 


160. Reference has been made in paragraph 128 to the statutory direction contained 
in the Financial Administration Act regarding the annual financial statements to be 
prepared by Crown corporations. There is, however, no statutory direction regarding 
the preparation of financial statements in respect of trading or servicing activities 
operated by departments. Revenues arising from such activities are included in the 
Public Accounts as revenues of the departments concerned, while the expenditures that 
involve cash outlays in the year are recorded as charges against the parliamentary 
appropriations for those departments. In addition, where statutory revolving funds are 
used to acquire materials, etc., statements summarizing the transactions in the revolving 
fund accounts are also included in the Public Accounts. In the few instances where 
financial statements showing operating results from departmental trading or servicing 
activities are included, the costs shown include only the direct costs arising from cash 
outlays by the departments concerned and do not include non-cash charges for deprecia- 
tion, interest on capital, services provided by other departments, ete. 


161. Agricultural commodities stabilization activities. The Agricultural Stabilization 
Board was established by the Agricultural Stabilization Act, 1957-58, c. 22, and has the 
responsibility of stabilizing prices of agricultural commodities at levels bearing a fair 
relationship to their cost of production. Stabilizing measures take the form of either the 
purchase of commodities at prescribed prices, or payment to producers of amounts by 
which prescribed prices exceed those determined by the Board to be the average prices at 
which commodities are currently being sold, or stabilizing payments for the benefit of 
producers. Pursuant to the Act, the Agricultural Commodities Stabilization Account was 
established in the Consolidated Revenue Fund and finances the activities of the Board, 
except for administrative expenses which are financed through annual parliamentary 
appropriations. 

69960-3—9 
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The results of the Board’s operations for the year ended March 31, 1963 are sum- 
marized as follows in comparison with the corresponding amounts for the preceding year: 


Year ended March 31 
1963 1962 
Trading losses— 
Butter ...cccscodvscnsscrecceeeccs ose MEMES MaEMy ae? rE Mt ki Saree $45,239,000 $ 2,482,000 
Work! “ora eae eck Sanita Nae. oa Cate am ee ee em eeensanen eee ee ee 7,528,000 2,017,000 
Liarib! tsps Sek: 2h hana Een TIN Rae Peet 31,000 928,000 
en ET rey rr ey Ug ge ee 1,025,000 676,000 
Cahee OPS TE, PP ee: oes oer ee ee ee ewes 182,000 116,000 
54,005,000 6,219,000 
Stabilization and deficiency payments— 
6) Se ee Cc ee Ss et ig a al 13,258,000 12,371,000 
Sugar beete gj ccuas <ee Ui siewad ch Seek ees Hehe ee Re a 1,983,000 1,670,000 
[a PT eer Or Ty Tee ees kee One ck Ree Ry I 663 ,000 15,000 
5 ON ieee ee ee enn te, reer wee eT AE LLB! EI 956,000 1,236,000 
Other’ 6 .ciad dyes sel Ay co oe ee whee eas basen aie oath Hen 991,000 495,000 


17,851,000 15,787,000 
Net operating “lose ©. S0Vua sens ches Ceres. came Ceres Pr orin ee cee $71,856,000 $22,006,000 


The $71,856,000 loss shown for 1962-63, recovered by Special Appropriation Act, 
1963 (Vote 163) does not include administrative expenses of $461,000 which were charged 
to the appropriation for “Agricultural Stabilization Act Administration” (Vote 40). 
Moreover, no charges are made for accounting services rendered by the Office of the 
Comptroller of the Treasury or for contributions to the Public Service Superannuation 
Account, and interest on the funds employed is not taken into consideration. 

The following is a listing of the inventories, valued at cost, held by the Board at 
March 31, 1963 in comparison with the similar inventories at the close of the preceding 


year: 


As at March 31 
1963 1962 
Mutter, yas: Lich fee Sebwitacd. PEIN, oh ET G08 RE SEE Bae $ 129,173,000 $ 112,312,000 
Pork 4... +i +s ecb <b baa deeds sas b6eeeer ee eres ene 10,072,000 19,383,000 
Cer nce siv cia a bin ed Con TFs Ree Bree 4s win eee mies meas Aare 266,000 1,030,000 


$ 139,511,000 $ 132,725,000 


The inventory of butter owned by the Board increased by $16,861,000 during the 
year notwithstanding a resale program under which the price of butter was reduced 
by 12 cents per pound. The cost of this program amounted to $42,273,000. Storage 
charges incurred in respect of butter which had accumulated during the years 1958 to 
1962 amounted to $4,422,000 during the year ended March 31, 1963. 


162. Board of Grain Commissioners for Canada. This Board operates under the 
authority of the Canada Grain Act, R.S., c. 25, and consists of a chief commissioner and 
two other commissioners appointed by the Governor in Council. The Board has jurisdic- 
(ion to enquire into any matter relating to: grading, weighing and storage of grain; unfair 
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or discriminatory operation of any eley 
performance of the duties of the Board. 


The following is a comparative summary of the results of operations for the past 
two fiscal years: 


ator; and any other matter arising out of the 


Year ended March 31 
pethrummensiatiipnnomtie aoe 


1963 1962 
Expenditure— 
Gearmm Bigwantes)/ etic kills... il ae CAN $ 4.258.000 $ 4,286,000 
BW eribarg 8 “pit pine seinem vr oven srenesies eéviccs occ ok 188,000 188,000 
Travel RE « & fn i ARERR IM YESS esis vex non ed ee uae bo be emcee ohh 122,000 125,000 
apps She “stationery ee 57,000 58,000 
Ee PMN ys TYE nsldV. ices eee eseeceses..,....,. 223,000 228,000 
4,848 000 4,885,000 
Revenue— 
Inspection BOE YR 06 = Ptearpenrinmrrersrie dicen pre Gin MME RNS i lle dale lg RD 1,584,000 1,946,000 
ip ulci ns osinetenoancessiciescts......, hn 794,000 967,000 
Registrations and cancellations ................................ 44,000 54,000 
PP ONES bao ha his. lose. digsusescy............. 28,000 29,000 
ha. os iss aca + ceth as os onncks 2,000 5,000 
2,452,000 3,001,000 
Excess of expenditure over ER IBOGG: Ko eV IIs . FE. te eal SORT. ick $ 2,396,000 $ 1,884,000 


Although the volume of grains handled during 1962-63 decreased considerably from 
the previous year, there was no significant decrease in the Board’s expenditures since a 
large portion of these are fixed. No charges were included as expenditure of the Board 
for contributions to the Public Service Superannuation Account or for accounting and 
other services provided by government departments. 

Revenue from inspections, weighing and registrations and cancellations varies 
directly with the volume of grain handled and therefore decreased in 1962-63 compared 
with the previous year. Fees for weighing services have not been revised since 1920 and 
for inspection services since 1949. In our previous Reports reference has been made to this 
situation and last year it was observed that the Standing Committee on Public Accounts 
recommended in 1961 that “steps be taken to bring revenues and expenditures into 
balance”. 1962-63 was the ninth consecutive year in which deficits exceeded one million 


dollars. 


163. Canadian Government Elevators. The Canadian Government Elevators are 
operated by the Board of Grain Commissioners for Canada under section 166 of the 
Canada Grain Act, R.S., c. 25. There are five interior elevators located at Moose Jaw, 
Saskatoon, Calgary, Edmonton and Lethbridge; and a terminal elevator at Prince 
Rupert. The terminal elevator, located at Port Arthur, which had been leased to a 
company engaged in the grain trade was sold during the year to the former lessee (see 
paragraph 47). 

The equity of the Crown in the Canadian Government Elevators at March 31, 1963 
vas $10,833,000, represented by fixed assets costing $10,366,000 acquired out of funds 

provided by parliamentary appropriations together with a surplus of $467,000. | 
69960-3—94 
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The following is a summary of the results of operations for the year under review 
with the comparable amounts for the preceding year: 


Year ended March 31 
1963 1962 
Revenue— 
Sere. Css ia gobs obs nphs wmne an eke Men Perms Ee mm ss eee Ne $ 822,000 $ 1,129,000 
WIAVALION. <scarvsvs 2 fs yh saws son vis bee re mead «FEA de eer Haas ak et ae 157,000 484,000 
Cipaning sco aigeecp ves sss sees to aeons een we ete Oia ae 36,000 159,000 
VUE + « cig aa gute ee Se A as Oe tne een aaa 11,000 23,000 
CHhser. 5 cues aces feet ya ale ghee rnd Ving n § Mieecg a ei reie pg e 37,000 196,000 
1,063,000 1,991,000 
Expenditure— 
Salerigs. ANd WACS .saviwietin os sec aciee Hamat uee a ae aw eeeen ee sean ae 785,000 889,000 
Maintenance—buildings, plant and equipment .....-....eeeeeeeees 257,000 362,000 
Giants in liew GE taxes. <0 wes setcun esse eeads Genie see eedendees 112,000 112,000 
Power . eee R Reiss e505 556 Se PR SRS eRe ee weer 65,000 98,000 
CUES sin pee ew uw web wee S Se Slt ele omer treme ae ere 95,000 107,000 
1,314,000 1,568,000 
INGE proeit Of ClOss) 2. ots Weis de SUN See gs - = ee eee pets a ($ 251,000) $ 423,000 


The operating revenue arises almost entirely from the handling of wheat and only 
to a minor extent from the handling of coarse grains. The sale and movement of wheat 
is the responsibility of the Canadian Wheat Board and it is to the economic advantage 
of this Board to ship all wheat direct to lakehead or tidewater ports without using 
facilities of interior elevators since, by so doing, “stop-off” and “diversion” charges are 
eliminated. When weather conditions at harvest time result in damp wheat and when 
lakehead and tidewater elevators are filled to capacity, the Board uses the drying and 
storage facilities of interior elevators. The fall of 1962 was exceptionally dry and there 
was a steady export from lakehead and tidewater terminals so that the facilities of the 
Canadian Government Elevators were not required by the Canadian Wheat Board to 
the same extent as in 1961. As a result, only 6,252,000 bushels of wheat were handled 
by the Elevators in 1962-63 compared with 25,171,000 in the previous year. This sharp 
decline in volume of wheat moving through the Elevators was largely responsible for 
the reduction in revenue. In addition, the effective date of the sale of the terminal 
elevator was August 1, 1962 so that only four months’ rental was received in 1962-63. 

The decrease in volume of grain handled also resulted in decreased expenditures, 
chiefly for casual labour, maintenance and power, but did not affect fixed costs such as 
erants in lieu of taxes and head office expenses. As noted in previous years’ Reports, 
expenditures do not include amortization of elevator construction costs, charges for 
contributions to the Public Service Superannuation Account, or costs of accounting 
and other services provided by government departments. 

A loss of $72,000 by the Lethbridge elevator was its eighteenth consecutive annual 
loss. The accumulated deficits during this period amounted to $690,000. 
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164. National Film Board. This Board was established in 1939 by the National 
Film Act, now R.S., ¢. 185, for the purpose of promoting the production and distribution 
of films in the national interest. Section 18 of the Act provides for the establishment of 
the National Film Board Operating Account in the Consolidated Revenue Fund. The 
Account is credited with amounts provided by annual parliamentary appropriations for 
“Administration, Production and Distribution of Films and Other Visual Materials” 
(National Film Board Vote 1), amounts transferred from appropriations of government 
departments in respect of work undertaken for them, and income arising from the sale 
and rental of films and other visual materials. The Account is charged with all expendi- 
tures made by the Board, other than those for the acquisition of capital equipment which 
are charged to a separate appropriation. 

The equity of the Crown in the Board at March 31, 1963 was $2,343,000 consisting of 
the balance of $581,000 in the National Film Board Operating Account for working 
capital together with an investment of $1,762,000 represented by the depreciated value 
of equipment transferred to the Board at its inception or purchased out of funds provided 
through parliamentary appropriations, less disposals. 

Pursuant to the provisions of the Act, the Board maintains an accounting system 
on the accrual basis in addition to the accounts maintained by the Comptroller of the 
Treasury on the cash basis. The following is a summary of the results of the Board’s 
operations for the year, compared with those of the preceding year: 


Year ended March 31 


1963 1962 
Expense— 
Production of films and other visual materials .................. $ 2,975,000 $ 3,008,000 
ST Se ee ee ce 2,313,000 2,203,000 
PMAUMABEPALION ANG PENTA! SCrVICES ... oo sce.sscccacscceeccveceans 900,000 860,000 
Cost of production of films and other visual materials for govern- 
mien, scdeparunchia: and Others |. hele). ee). ae 1,557,000 1,247,000 
Acquisition, of }Sqttipment ;(n6b}! ie! ccs 46. dceaiwcsceswereh wae ele 197,000 172,000 
7,942,000 7,490,000 
Income— 
Sales of films and other visual materials ...............ceeeeeees 1,740,000 1,505,000 
et MGs Sor sess tas cs von fee CRs Chaves ys SekN Se oes Kee 585,000 877,000 
amPEEES, 12) WSL TET MIOCL LS, £)0in4 «clei bla widele diets bbls «3 25,000 15,000 


2,350,000 2,397,000 


ee i Te TS Cem es Awe Te: eT ee $ 5,592,000  $ 5,093,000 


As disclosed in a note to the Board’s financial statements, the Statement of Income 
and Expense does not include charges for the value of accommodation, contributions to 
the Public Service Superannuation Account and accounting and other services provided 


by government departments to the extent of approximately $1,083,000 for the year. 
Neither does the Statement include depreciation on equipment, estimated at $330,000 


for the year under review. 


128 AUDITOR GENERAL’S REPORT 


165. Post Office activities. The following is a summary of the Post Office transactions 
reported as departmental revenues and as charges against parliamentary appropriations 
in the Post Office section of Volume II of the Public Accounts for the year ended 
March 31, 1963 in comparison with the corresponding amounts for the preceding 


fiscal year: 
Year ended March 31 
1963 1962 
Gross postal revenue 2.2.2... cede cece ere teeeeceneaceseetess $ 222,300,000 $ 213,518,000 
Less: Expenses paid from revenue ....-.-.- sees reer seeeececes 29,528,000 29,839,000 
Net postal revenue ......cceeee seen cect eee e ences cece se eeees 192,772,000 183,679,000 
Miscellaneous reVenUe ...... cece cece eee eee e teen cree eeneeeeees 59,000 61,000 


192,831,000 183,740,000 


Deduct: Expenditures from parliamentary appropriations— 


Operations ©. ose cacd sedi sicier cine nen apie a eielals «6 ndings tepenns 119,992,000 116,983,000 
Transportation ...,-.-cscsecccecesecenesceressecesssenseresens 63,935,000 62,719,000 
Administration, financial services, etc. ..........eeeee eee eeees 5,417,000 5,301,000 
189,344,000 185,003,000 

Rxtese Of revenue OVEr EXPENCIUUNG co. ie nae t ere ares cas game $ 3,487,000 ($ 1,263,000) 


This recorded excess of revenue over expenditure of $3,487,000 for 1962-63 did not, 
however, take into consideration charges for services provided by other departments, 
including accommodation provided by the Department of Public Works estimated at 
$23,411,000 or contributions to the Superannuation Account by the Department of 
Finance estimated at $7,274,000. Neither were credits for mail franked by and sent to 
Members of Parliament and government departments, estimated at $5,200,000, taken 
into account. 


166. Public printing and stationery activities. Under the Public Printing and 
Stationery Act, R.S., c. 226, the Department of Public Printing and Stationery is charged 
with the execution of printing, lithographing or work of like nature and the procurement 
and distribution of paper, books and other articles of stationery required by the Senate, 
the House of Commons and the various government departments. The Department 1s 
also responsible for the sale of all books or publications issued by order of either or both 
Houses of Parliament or by any department. The expenditures of the Department are 
provided for through the medium of the Queen’s Printer’s Advance (a statutory working 
capital advance) and by annual parliamentary appropriations. 


The basic operating expenses of the Department are charged to the Queen’s Printer’s 
Advance under section 37 of the Act. The Advance is credited with the value of printing 
work executed for and charged, at “factory cost”, to the various departments, and also 
for the value of stationery supplied and charged to them at “purchase cost”. The Act 
provides that the aggregate amount of the charges to the Advance after deducting 
therefrom any amounts due to the Queen’s Printer shall not exceed $4 million at any time. 
As at March 31, 1963 the balance of the Advance was $4,730,000 and the accounts 
receivable totalled $2,371,000, so that the effective balance for the purposes of the Act 
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was $2,359,000, being an increase of $197,000 over the corresponding figure at the end 
of the preceding year. 

The following summary shows the operating results of the Queen’s Printer’s 
Advance for the year ended March 31, 1963 together with the comparable figures for 
the preceding year: 

Year ended March 31 


1963 1962 
Sat Sate iid ie cE $18,990,000 $19,543,000 
Expenditure— 
a 5 Ee ee 11,954,000 11,996,000 
hie FOE oo 9 en 3) 86 bn nae dons ehonsccdeces Joey 3.857 000 4,296,000 
ee ROT EDO. ee see seve es cece cecet rer ee 3,074,000 2.729.000 
Premera 8 05S. PTO eee eared. Od ALuS. 373,000 338,000 
Decrease or (increase) in inventories ............................ (192,000) 248,000 
19,066,000 19,607,000 
76,000 64,000 
MN Oc Ne i va vse’ debe ck sécaceeccencssccce. 9,000 11,000 
Excess of expenditure over revenue ...........00.ccceceeccccceeee, $ 67,000 $ 53,000 


The expenditure shown above does not include the value of services and facilities 
including light, power, telephone, heating, amortization of buildings and equipment, etc., 
provided free of charge by other government departments and through the medium of 
the Department’s own appropriations. 

In addition to the expenditures recorded through the Queen’s Printer’s Advance, the 
other expenditures of the Department are charged to eight different parliamentary 
appropriations and totalled $3,977,000 for the year under review. The following compares 


these expenditures with those for the preceding year: 
Year ended March 31 


1963 1962 


RRERETAY AONUSUSITAGION oo econ cyaceckbussesersvecesonanrausne $ 771,000 $ 751,000 
Purchasing, stationery and stores (largely for salaries and wages of 
procurement and stationery stores personnel and repairs to office 


epee pes Ps sht WY O97. AT. FT. I aa ie ltd Dah 1,201,000 1,264,000 
Dis eters ot faincial,documents .4 isa. (iad. ond 6 Cae Wee y sey WA 685,000 597,000 
Printing and binding official publications for sale and distribution 

Me OEE GHIOTGe Gil) ENE DUDS once este ces e ccs csnevetsenvapactes 1,012,000 938,000 
Prise OL Cdtnda Giatette 20005 OTe AVI ALS. Re 169,000 139,000 
Printing and binding the annual Statutes ...........cceeeeeeeeeeees 26,000 35,000 
Plant equipment and replacements .........-.eeeeeeereeeeeccceecees 106,000 239,000 
Reimbursement of the Queen’s Printer’s Advance for the value of 

7,000 35,000 


stores which have become obsolete, unserviceable, lost or destroyed 


$ 3,977,000  $ 3,998,000 


For the year ended March 31, 1963 credits to Revenue totalled $1,660,000, most of 
which resulted from the sales of publications to the general public. 
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167. Royal Canadian Mint. The Royal Canadian Mint operates under Part I of the 
Currency, Mint and Exchange Fund Act, R.S., c. 315, and provides “facilities for making 
coins of the currency of Canada, and for melting, assaying and refining gold”. 

Revolving fund accounts are maintained for the recording of transactions in gold, 
silver, and other metals acquired by the Mint for the purpose of its operations. The 
following is a summary of the charges and credits to these accounts during the year 
under review in comparison with the corresponding amounts for the preceding fiscal year: 


Year ended March 31 
1963 1962 
Inventories at hegmning Of year ..6 uc. coke aces see se ete «eo eae $20,655,000 $13,951,000 
Add: Purchases during year— 
06 ie ee erent ern he er ae eee eee 91,020,000 85,607,000 
PROPS oo Be wha ond soy ce dank Urdu ec RAR Oia wee i ee i 16,914,000 14,150,000 
Ee EIST AIS ice 4d arses tk vw: dx ciaceredhizs wdulb iia aie’ n leony este gmeniabic ane a: oieveboaP abeiaeeieaae ieee 1,408,000 1,823,000 
109,342,000 101,680,000 
Cold: yevaliation au. <i fas od-eibes a a8 stone oe sia hes as ele nee Sr 218,000 417,000 
130,215,000 115,948,000 
Deduct: Sales— 
CHONG ee ORE, snccee eis ce «Wo ees as ns Po ea ie eee VE ee eee eee 91,121,000 87,260,000 
Silver coin 1esUes, G6 [ACE WALUIC: ceases ba vies see ab aes Dee © hoes oe 15,853,000 11,769,000 
Other com seetlee Gb tAce VelUC tcc ster c ss tanner teen cuban rsinewas 4,961,000 3,806,000 
Silver? billion sales iss Sa A a, EES. RCE 49,000 48,000 
Sundry. (redit., pccbi« dsntos sad sebaes<peemeln ieee ree teeny ee ere eee 4,000 
111,984,000 102,887,000 
18,231,000 13,061,000 
Add: Transfers to Revenue— 
Gain On COMEge ODeERALIONS” 5.270% 2. see Oe eee ee te re Mees teas Pere es 8,920,000 7,562,000 
Gold refining @aln> 2. .0is50046.0.5 Sc SR OE. Be ee 61,000 32,000 
8,981,000 7,594,000 
Triventories at end Gl Vearr ids osu Sod ck aie ie wet $27 212,000 


$20,655,000 


The transfers to Revenue of $8,981,000 from the revolving fund accounts, together 
with other revenue of $725,000 ($550,000 in 1961-62), making a total of $9,706,000 for 
the year ended March 31, 1963, are recorded in the Public Accounts as revenue of the 
Department of Finance. Offset against this were expenditures totalling $1,830,000 charged 
to parliamentary appropriations under the Department of Finance as follows: administra- 
tion, operations and maintenance, $1,768,000 ($1,558,000 in 1961-62); and construction 
or acquisition of equipment, $62,000 ($117,000 in 1961-62). 

The net result of these credits and charges was an excess of revenue over expenditure 
of $7,876,000 compared with $6,469,000 in 1961-62, an increase of $1,407,000. These 
recorded results do not, however, take into consideration charges for services provided 
by other departments including accommodation provided by the Department of Public 
Works, the services of the R.C.M.P. and contributions to the Superannuation Account 
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by the Department of Finance—nor is an 
employed. 

In paragraph 187 of last year’s Report reference was made to a reduction from 20 
cents per ounce to 11 cents per ounce in the charge paid by depositors who deposit gold 
with the Mint for sale to the Crown, to cover the cost of marketing the gold outside of 
Canada. It was noted that as there had been no reduction in the gold handling charge 
of 13.8 cents per ounce assessed by the Bank of Canada on gold purchased from the Mint, 
a loss to the Mint of $62,063 had resulted during 1961-62. This situation was corrected 
with effect from April 1, 1962 by a reduction from 13.8 cents to 11 cents per ounce in the 
charge made by the Bank of Canada. 


y charge included for interest on funds 


168. Airport operations. The capital investment of the Department of Transport in 
airports as at March 31, 1963 was $579,085,000 compared with $532,917,000 at the same 
date in the preceding year, a net increase of $46,168,000 for the year under review. 

The revenue from civil aviation airport operations for the year ended March 31, 1963 
amounted to $15,519,000 compared with $14,625,000 in the preceding year. The summary 
which follows gives details of this revenue, together with the comparable amounts for 
the preceding year: 

Year ended March 31 


1963 1962 
Aircraft landing fees: 
et ae che ne tcc ne ee Rie g ore ee ee $ 3,235,000 $ 3,006,000 
meremanpennieess: fs) 19. 29, SORE, VOM G00 Sin) ver 3,074,000 2,858,000 
rae eee cre wel lt ee eee hee ld ets 753,000 686,000 
ak ae on re Se a a 23,000 30,000 


Rentals: 
Cwm, "BROD ANd PATEGS BOACE ... 2. ct. lic ceacccacedeasucdecesence 1,239,000 1,322,000 
reruns Cee ONS RR Oa a a SY es 208. RICH 386,000 382,000 
ea ok its stk dd wx ka vive deg and as id be « amc’ 197,000 181,000 
Oe co. oe iata ss cigs aed 4,4 & dec eae ene e Re eae eL RGAE OS 1,077,000 948,000 
2,899,000 2,833,000 
Concessions: 
PIT MMMEMILET NTE SUL SOT LE Cece eel scckalavadtancoPueatectess earns 1,881,000 1,693,000 
Bid rele Peeled Ch wuws ds dey ede hake <p bawedas ebaeas 1,824,000 1,516,000 
3,705,000 3,209,000 
RTE OEE 5 obo, Ak wb vians adendias) me GRi aes angen ance 1,830,000 2,003,000 
PUNE TOVORUO ese ee cece ev ceb ates de esea deecctedsrisnctceccotscesécivs $15,519,000 $14,625,000 


The parliamentary appropriation for “Airports and Other Ground Services— 
Operation and Maintenance” (Transport Vote 145) was charged with expenditures 
totalling $19,755,000 for 1962-63, a decrease of $1,007,000 from the corresponding figure 
of $20,762,000 for the preceding year. 
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The excess of expenditure (excluding new construction) on airways and airports 
over the revenue received, as reflected in the Department of Transport section of the 
1962-63 Public Accounts, was therefore $4,236,000, a decrease of $1,901,000 from the 
preceding year’s figure of $6,137,000. 

The results thus recorded are on a cash basis and do not include any provision for 
amortization of airport construction costs, interest on funds employed, or other costs 
such as a portion of the expenditure charged as air services administration, which would 
have to be taken into consideration if the actual net costs of civil aviation airport 
operations were to be determined. However, the Department has maintained accounts on 
an accrual basis and has prepared therefrom periodic financial statements for manage- 
ment purposes in respect of operations at the 16 major airports which together account 
for approximately 82% of the revenue from civil aviation airport operations. A consolida- 
tion of these statements, which includes a provision for depreciation of civil aviation 
facilities (though not for the other costs referred to) for the year ended March 31, 1963 
is given as an appendix to the Department’s section of the Public Accounts. 


169. In previous Reports we have expressed the view that in order that Parliament 
may gain a clear understanding of the true financial results of departmental operating 
activities, without necessarily disturbing the present basis of providing appropriations, 
consideration should be given to the inclusion in the Public Accounts of financial state- 
ments of the various activities designed to reflect the over-all operating results in a clear, 
concise manner. Such operating statements could be adjusted to the accrual basis and 
would include charges (on a memorandum basis, in the case of non-cash charges) for 
amortization of building and equipment costs, interest on funds employed, services 
provided by other departments, etc.. A reconciliation could be prepared between the 
operating results reflected by each such statement and: the cash results indicated by the 
related credits to departmental revenues and charges to departmental appropriations. 
Balance sheets could also be prepared which would indicate the value of the assets 
employed by the several activities at the year-end. If statements of this type were 
produced, the Audit Office would be prepared to examine and certify them. | 

Paragraph 87 of the Fifth Report: 1961. of the Public Accounts Committee reads: 


“The Committee feels that it would be desirable, in order that members have a clear 
understanding of the true financial results of departmental trading or servicing activities, 
such as those of the Department of Public Printing and Stationery and airport operations 
of the Department of Transport, were overall financial statements included in the Public 
Accounts without undue cost or staff increases.” 


We are continuing to follow this matter up with departments having operating 
activities and to make suggestions regarding the preparation of financial statements 
along the lines proposed. As was the case last year, reluctance was found on the part 
of certain agencies to take the lead in preparing statements on the basis recommended, 


_—— 
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in the absence of encouragement from the Treasury Board. However, early in the present 
fiscal year such encouragement was given to at least one of the agencies and it is hoped 
that the financial statements for 1963-64 will be prepared substantially as recommended. 


Special Audits and Examinations 


170. In addition to the examinations of departmental accounts and the audits of 
the accounts of Crown corporations, already referred to in this Report, the following 
special audits and examinations were made by the Audit Office during the year, most 
of them in accordance with specific directions contained in various statutes: Army 
Benevolent Fund Board, Atlantic Development Board, the Canada Council, the Custo- 
dian, Exchange Fund Account, National Gallery of Canada, National Productivity 
Council, Public Printing and Stationery stores, The Queen Elizabeth IT Canadian Fund 
to Aid in Research on the Diseases of Children, Royal Canadian Mint stocks, Unemploy- 
ment Insurance Fund and Yukon Territorial Government. 


171. Army Benevolent Fund Board. The accounts of this Board were examined for 
the year ended March 31, 1963 pursuant to the requirement of section 11 of the Army 
Benevolent Fund Act, R.S., c. 10, and the relative report was addressed to the Chairman 
and Members of the Board, with a copy being provided to the Minister of Veterans 
Affairs. — | 

During the year, receipts amounted to $236,000 of which $224,000 was derived from 
interest on funds on deposit with the Receiver General of Canada and $12,000 from 
interest on Government of Canada bonds. Disbursements totalled $504,000 consisting of 
$426,000 in grants to or on behalf of World War II veterans and $78,000 for service and 
administrative expenses. The latter amount was after making deductions for a grant of 
$18,000 provided ‘for by an appropriation of the Department of Veterans Affairs and 
for a fee of $30,000 from the Canadian Army Welfare Fund for managing the financial: 
program of that fund. 

After absorbing the excess of disbursements over receipts in the amount of $268,000, 
the balance at credit of the Army Benevolent Fund at March 31, 1963 was $6,014,000 
represented by $5,754,000 on deposit with the Receiver General of Canada, $256,000 
invested in Government of Canada bonds and $4,000 of accountable advances and prepaid 


expenses. __ 


172. Atlantic Development Board. This Board was established by the Atlantic 
Development Board Act, 1962-63, c. 10. Under the provisions of the Act, as amended by 
Chapter 5, 1963, the objects of the Board are to inquire into and report to the responsible 
Minister upon programs and projects for fostering the economic growth and development 
of the Atlantic region of Canada, and to consider, report and make recommendations to 

inl neerning programs and projects. 
om Tae ‘ie Biante ae requirements were provided by an allotment of $7,000 
from Finance Vote 50 (Miscellaneous, Minor and Unforeseen Expenses). Expenditures 
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for the period from December 20, 1962 to March 31, 1963 amounted to $5,032, represent- 
ing administrative costs. 


Section 19 of the Atlantic Development Board Act states: 


“The Chairman of the Board shall, within three months after the termination of each fiscal 
year, transmit to the Minister a statement relating to the activities of the Board for that 
fiscal year, including the financial statements of the Board and the Auditor General’s 
report thereon, and the Minister shall cause such statement to be laid before Parliament 
within fifteen days after the receipt thereof or, if Parliament is not then sitting, on any of 
the first fifteen days next thereafter that Parliament is sitting.” 


The statement relating to the short initial financial period had not been tabled when 
Parliament adjourned on August 2, 1963. 


173. The Canada Council. The Council was established under the Canada Council 
Act, 1957, c. 3, “to foster and promote the study and enjoyment of, and the production 
of works in, the arts, humanities and social sciences’. 


A report on the audit of the Council’s accounts for the year ended March 31, 1963 
was made to the Council and to the Prime Minister, as required by the Act. 


An Endowment Fund of $50 million was established under the Act. The return on 
the investments of the Fund is used to meet administrative expenses and other expendi- 
ture for purposes of the Act, except for capital assistance grants to universities in respect 
of building construction projects. Permissible expenditures relate to the following in 
respect of the arts, humanities and social sciences: grants, scholarships and awards; 
sponsorship of exhibitions, performances and publications; exchanges with other countries 
and organizations or persons therein of knowledge and information; representation and 
interpretation of Canadian arts, humanities and social sciences in other countries; and 
liaison with the United Nations Educational, Scientific and Cultural Organization. 


The following is a summary of the results of the Endowment Fund operations for 
the year ended March 31, 1963, together with comparable figures for the preceding year: 


Year ended March 31 
1963 1962 
Burphis at April 1. ARS IDA es cece rams wes wane $ 273,000 $ 418,000 
TIncome—interest and dividends 


is ee FOS PR nes Bs Sees BHR 3,011,000 2,955,000 


3,284,000 3,373,000 


Expenditure— 
Chambon i Fea kits Teh os eames a euch MET bees 2s «bit o see Coane te 2,721,000 2,551,000 
Canadian National Commission for UNESCO ..............+eee-- 78,000 57,000 
Adminimirative and other Cxpenses in. ccc ges sc suc oe seesseuaesusags 402,000 467,000 
Special project—The Canada Council Train .............--eeeeeees — 25,000 


3,201,000 3,100,000 


PE BL DAMPED OL gcc ca chan sat Cee cres «caer ences tad aee ton vans $ 83,000 $ 273,000 
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| The Council is required to provide the Secretariat for the Canadian N ational Com- 
mission for UNESCO. The Salary costs involved for this Secretariat were included in 
prior years under “administrative and other expenses’. For 1962-63 these costs, amount- 
ing to $23,000, were included in the above expenditure item of $78,000 in ores to show 
more accurately the costs of servicing the Commission. : 

A University Capital Grants Fund of $50 million was established under the Act in 
order that grants could be made to universities and similar institutions of higher learning 
by way of capital assistance for building construction projects intended for use in 
furthering the arts, humanities and social sciences. These grants may be paid out of the 
principal and accumulated income of the Fund. 

The following is a summary of the University Capital Grants Fund transactions for 
the year ended March 31, 1963, together with comparable figures for the preceding year: 


Year ended March 31 


1963 1962 
Pree AIRE ee ee.ty t. Sere ee ea! US ATS Wioawmiog $30,333,000 $34,342,000 
Add: 
Interest earned on investments ............cccccceeecccuueccccces 1,521,000 1,620,000 
Net, profit on disposal of securities. c.s.dev sss cs sscccebascocecoctce 365,000 904,000 
32,219,000 36,866,000 
Deduct: 
RAMOES OOS EMI hres ta td's vk mas Avenues !tahne oFd. decks, atte che 6,275,000 6,533,000 
POCA OL wake Gens adee cc he tnceter ee ee. $25,944,000 $30,333,000 


The $25,944,000 balance of the University Capital Grants Fund at March 31, 1963 
included $14,280,000 representing interest earned and profits realized since the inception 
of the Fund. No portion of this accumulated interest and profits had been allocated by 
the Council to the provinces or distributed to the universities at the end of the fiscal 
year. 

In paragraph 92 of its Fifth Report 1961, the Public Accounts Committee, noting 
that no allocation of interest and profits had been made, recommended “that the Council 
seek to conclude this matter without further delay”. In submitting my follow-up report 
dated October 30, 1963 to the Public Accounts Committee on the action taken by 
departments and other agencies in response to recommendations made by the Committee 
in 1961, reference was made to this recommendation. It was stated that in August 1963, 
following further efforts to resolve the problem presented in the interpretation of sub- 
section (2)(b) of section 17 of the Canada Council Act, the Council had reconfirmed a 
resolution passed at a February 1962 meeting, but which by later resolution was left in 
abeyance, that the 1956 census be accepted as the basis for distribution of the University 
Capital Grants Fund, and that “the ‘hotch-pot’ or trust fund approach be accepted for 
distribution of the income and profits on this total fund”. It was further stated that the 
Council officers had been directed to prepare revised figures based on this approach and 
to advise member institutions of their entitlement. 
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While reviewing the follow-up report, the Public Accounts Committee on 
November 18, 1963 examined this matter with the Chairman and members of the 
Canada Council who were in attendance. At this meeting I advised the Committee that 
I had informed the Council that our study of the texts of the legal opinions received 
by the Council on the proposed method of allocation and distribution had caused us to 
question whether the proposed method of distribution would be in accordance with the 
provisions of the Canada Council Act. The matter remains under review by the 
Committee at the present time. 

The Council may, under section 20 of the Act, acquire money, securities or other 
property by way of gift, bequest, or otherwise, and may expend, administer or dispose 
of them subject. to the terms upon which they are made available to the Council. In 
previous years gifts were comparatively small in amount and unexpended balances were 
accounted for in the balance sheet of the Endowment Fund. In February 1963, however, 
the Council accepted the offer of a gift of approximately $4,250,000 from an anonymous 
donor to be used to establish a special scholarship fund, the income from which is to 
provide fellowship and-scholarship grants to Canadians for advanced study or research 
in the fields of medicine, science and engineering at universities, hospitals, research or 
scientific institutions, or other equivalent or similar institutions in Canada. $1,079,000 
of the gift was received prior to March 31, 1963 and payment of the balance is to be 
extended over the next several years. Because of the size of, and the terms associated 
with this gift, the Council approved of the presentation of a separate balance sheet as at 
March 31, 1963, designated “Special Funds’, accounting for moneys or property received 
pursuant to section 20 of the Act to a total of $1,099,000. 


174. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
respecting Trading with the Enemy (1943) as set out in the schedule to the Trading 
with the Enemy (Transitional Powers) Act, 1947, c. 24, the Secretary of State is 
appointed Custodian “to receive, hold, manage, release, dispose of and otherwise deal 
with all property which is reported to him, received or controlled by him or vested in 
him” by virtue of the Regulations. The Under-Secretary of State acts as Deputy 
Custodian and the Custodian’s Office is administered by an Assistant Deputy Custodian 
in Ottawa. A report on the audit of the Custodian’s accounts for the year ended 
December 31, 1962 was made to the Secretary of State. 

The book value of the assets vested in the Custodian, which were valued in 
accordance with bases explained in an addendum to the statement of assets and liabilities, 
decreased by $571,000 to $4,138,000 at December 31, 1962. A transfer of $500,000 to the 
Minister of Finance for the War Claims Fund, and releases of $311,000 to former owners 
or their beneficiaries, offset in part by an appreciation of $256,000 in the value of 
remaining vested assets, accounted for the greater part of the decrease. 

Under the Regulations referred to above, the Custodian is authorized to charge 
against all property investigated, controlled or administered by him, whether it has been 
vested in him or not, a fee for services rendered not exceeding 2% of the value of the 
property including the income therefrom. He is also permitted to employ such part of 
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om as may be necessary to pay the 
gulations. 


As a result, the Custodian has accumulated, from September 2, 1939 to December 31 
1962, a surplus of $4,468,000—largely invested in Government of Canada bonds. 

The following is a Summary of the income and expense of the Custodian for the 

year ended December 31, 1962 together with the comparable figures for the preceding 

year: 
Year ended December 31 
| 1962 1961 
Income— ei 


Fees on assets released from a TAs UF Gr ee ln Sete $ 23000 § 2,000 
Interest on investments and bank GODOBIB. wnncisas HUE, BOE. 207,000 194,000 


Other income 30 705.5........ eats, SAR reet ae. AS nD A Tact ae 8,000 3,000 


238,000 199,000 


Expense— 
Ne 66h jin cas cc en vheceeaeécedsvecence 110,000 106,000 
Eee Tye ce diy gdsankVanniceckevecbicodiee 8,000 14,000 
118,000 120,000 
ME NORECnr es Gr Pte ize, ch, AOU) th THUMOOOt) oe $ 120,000 $ 79,000 


The fees earned on the transfer to the Minister of Finance and the assets released 
to former owners, or their beneficiaries, to which previous reference has been made, 
account for most of the increase of $21,000 for fees on assets released from administration. 


175. Exchange Fund Account. The Exchange Fund Account, first established by the 
Exchange Fund Act, 1935, c. 60, and continued by the Foreign Exchange Control Act, 
1946, c. 53 now operates under Part III of the Currency, Mint and Exchange Fund Act, 
R.S., c. 315. The purpose of the Account is “to aid in the control and protection of the 
external value of the Canadian monetary unit”’. 

The accounts of the Exchange Fund for its financial year ended December 31, 1962 
were examined pursuant to the requirement of section 27 of the Currency, Mint and 
Exchange Fund Act and the relative report was addressed to the Minister of Finance in 
accordance with established practice. The section requires that a special certificate be 
given annually to Parliament, and in accordance with that requirement, it is now 
certified that the transactions in connection with the account for the year ended 
December 31, 1962 have been in accordance with the provisions of the Act, and that the 
records showed truly and clearly the state of the account. 
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The following is a summary of the transactions in the Account for the year ended 
December 31, 1962 compared with the transactions in the previous financial year: 


Year ended December 31 
1962 1961 
Balance at January 1 4 csc wi se dbess edie -o ospige ele seins miles $ 2,162,606,000 $ 1,929,536,000 
Deduct: 
Paid into Consolidated Revenue Fund in respect of earnings 32,606,000 32,536,000 
2,130,000,000 1,897,000,000 
Add: 
Advances (net) received during the year .........--s-+eeees 521,000,000 233,000,000 
Earnings on investments during the year (to be paid into the 
Consolidated Revenue Fund) ........-ceeeeeeeeeeeeeees 35,227,000 32,606,000 
Balance at December 31 ..........ceeceeceeeerrreseeeeeees 2,686,227 ,000 2,162,606,000 
Represented by: 
Canadian dollara .......csccvcccccccccccscescscstccscoeces 160,000 844,000 
United States dollars and securities .........eeeeeeeeeeeee 1,941,310,000 1,128,605,000 
TANIA: OS oy detueiies b a) vk aeds oe ees Cate tee ene se Rushes Nas sexu s 763,169,000 987,296,000 
Suspense Account ......eceee eee ee sence eee eceeeeeeeenseece 3,000 
2,704,639,000 2,116,748,000 
Surplus (Deficit) ........eeecee eee eee eee eee e ee eeeeeceeees 18,412,000 (45,858,000) 


$ 2,686,227,000  $ 2,162,606,000 


In the year under review the value of the United States dollar increased from 
$1.04 11/32 Canadian at December 31, 1961 to $1.07 23/32 at December 31, 1962 and 
the deficit of $45,858,000 at December 31, 1961 was replaced by a surplus of $18,412,000 
at December 31, 1962. This gain of $64,270,000 resulted from the following: 


Net profit on sales of US. securities ......... 0. cee e cece cere rere e eee c ne en ee ceces $ 2,846,000 
Gain ‘onealesi:of gold <.aaadserodet octet tiem pOEE . AIRE ES SIRES ORET EL Se SE 2,095,000 
Exchange valuation credits (net) ........cccceeee eee reece eee c eee e etter cere reeseees 59,329,000 


$64,270,000 


It should be noted that the surplus of $18,412,000 at December 31, 1962 would have 
been considerably larger at that date if losses accumulated in the Account, and represent- 
ing a cost of exchange management since its inception, had been written off in the 
central Government accounts. In paragraph 141 of our Report to the House of Commons 
for the fiscal year ended March 31, 1962 we recommended that provision be made for 
transferring annually to the Consolidated Revenue Fund the realized profits or losses 
from trading operations and revaluation of holdings of gold and foreign currencies. This 
recommendation is now repeated. 


176. National Gallery of Canada. The Gallery was incorporated under the National 
Gallery Act. 1913, c. 33, now R.S., ce. 186. Its objects and powers comprise the develop- 
ment, maintenance, care and management of the national gallery, the acquisition of 
works of art and generally the promotion of the public interest in art in Canada. 
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Pursuant to section 9 of the National Gall 
audited for the year ended March 31, 1963 and a 
of State. A more detailed report to the Board of 
recommendations regarding various administrative weaknesses. Most of these weaknesses 
had been brought to the attention of the Board in previous reports but the steps taken 
although resulting in some improvement in 1962-63, for the most part proved to Be 
ineffective. Since the year end, the Gallery has added an intermediate administrative 
officer whose principal responsibility will be the implementation and effective operation 
of an integrated system of internal control. 


The following is a comparative summary of expenditures for the past two years: 


ery Act, the Gallery’s accounts were 
report was addressed to the Secretary 
Trustees contained our comments and 


Year ended March 31 


1963 1962 

Administration, operation and maintenance— file gene 
RU NE RM es cep ssh tg theses vctee Neves tec Ae $ 348,000 $ 328,000 
Professional and special services (including security personnel) .... 155,000 161,000 
Ma A iti dS” We vss asus 4 « F dicts ale x «eatin vin dre lseicate ee od. 308,000 365,000 
811,000 854,000 
Pureimsen Gf Worms Of arb 2552240550056 0.00 ikke eee 138,000 243,000 
expences yiron trust ‘fundanc: s 525656 5.5034 626505000 tci ee. — 3,000 


$ 949,000 $ 1,100,000 


The operating expenses of the National Gallery are largely met from annual 
parliamentary appropriations, with the remainder paid from a special operating account. 
Funds for the acquisition of works of art are provided through the National Gallery 
Purchase Account to which are credited moneys appropriated by Parliament for that 
purpose. Funds from the National Gallery Special Operating Account are also used to 
acquire works of art. 

The 1962-63 Public Accounts record a charge of $200,000 under Vote 5 for a payment 
to the National Gallery Purchase Account for the purpose of acquiring works of art. 
Of this amount, $33,000 was not credited to the Purchase Account until August 1963 
following the passing of the Special Appropriation Act 1963, assented to on July 22, and 
therefore could not be reflected in the Gallery’s financial statements for the year ended 
March 31, 1963. This additional amount increased the balance recorded in the Purchase 
Account as at March 31, 1963 to $82,000. 

As stated in last year’s Report, parliamentary control may be weakened by the 
supplementing of specific appropriations for purchases of works of art by expenditures 
from the National Gallery Special Operating Account, and the crediting of the Special 
Operating Account with the proceeds from the sale of Gallery publications, fees from 
exhibitions and lectures, and service charges when the costs of producing this revenue 
are mainly met from the parliamentary appropriation for operating expenses. 


177. National Productivity Council. This Council was established by the National 


Productivity Council Act, 1960-61, ¢. 4, with the objects of PrOnIOtIIS ii ea pearens 


continuing improvement in productive efficiency in the various aspects of — 
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economic activity. Operations were conducted from a head office in Ottawa and regional 
offices in Halifax, Quebec, Toronto and Winnipeg. 

The Economic Council of Canada Act, 1963, c. 11, enacted on August 2, 1963, 
provided for the repeal of the National Productivity Council Act and the payment of any 
amounts standing to the credit of the National Productivity Council, after the payment 
of the Council’s debts and obligations, to the Receiver General of Canada to be held 
and applied toward the payment of the expenses of the Economic Council of Canada. 

The following is a summary of the income and expenses of the National Productivity 
Council for the year ended March 31, 1963: 


Income— 
Statutory: grants .cvie.«leb awe dalle ates 1A es Pee ew nes $ 150,000 
Piseatidrivsinys tao heii ks. Pie bos das en ade eeens Goren 86,000 
Government’s contributions under section 16 of the Act .......... 83,000 
TRUSTER “Ss PO ccc S eee U le OP alone ok Cant arene wa iencas an eee ane 5,000 
——. $ 324,000 
Expense— 
Si Hlaries. and employees’ bebente 6. e. ee ace c seine es 131,000 
Penations to “approved projecta's. isis cles esis. ts eter ee ‘119,000 
TEORIVES. sci idea amills: a'v a °k.0 we anderen acne & Samer clean aseeae aceite oe ae 68,000 
PUICILY< « . ciet aetesy oi'h.c are hed ace Koel bine eee one ialis oe ae en 18,000 
Office equipment and expenses «2.066 ..ssne secs sess se nae seers 15,000 . 
PeOlONsN Al BET ViCES= eS or Lea OOM eas te et te he eee 14,000 
Other conference and semimar eXpeMSeS ........... cece eee e ee eeeee 13,000 
Telephone, ‘télegram, postage and express «<< ssc... sens seemless 13,000 
Hant and geecuniing Services .5.2.5205 5 ween wee ne a ee pate ee Gee ee 7,000 
Other .2AL.. Be eh. Het Rade eee en tee eee 2,000 
a 400,000 
(76,000) 
Deduct— 
Travel and living expenses of Council members provided by 
statutory appropriation (recorded above) ............sscceecees 15,000 
Credits for rent and accounting services provided by the Govern- 
ment of ‘Canada: (recorded above) o.2u4Uo 4 ARE 7,000 
——_—— 22,000 
Tae OT “experee Over InCCMe’ (12. cs.ce ere te sce ret te ese cee nes $ (54,000) 


The statutory grant was received under the provisions of section 15 of the National 
Productivity Council Act as the second payment authorized under the section, which 
directed the Minister of Finance to pay to the Council, from the Consolidated Revenue 
Fund, for each of the first three years after the coming into force of the Act, the sum of 
$150,000 and thereafter such amounts as may have been appropriated by Parliament for 
the purpose. 

Section 16 of the Act provided that where the Council, during the first three years 
of its existence, acquired by gift, donation or bequest any asset from a person other than 
Her Majesty, the Minister of Finance should pay out of the Consolidated Revenue Fund, 
in addition to the amount paid under section 15 in any year, an amount equal to the 
value of the property so acquired. During the year the Council received donations 
totalling $86,000, of which $83,000 was from sources other than Her Majesty and was 


a 
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accordingly matched by contributions by the Government. The remaining $3,000 was 
received from Her Majesty in right of several] provinces and was not eligible for contri- 
butions under the provisions of section 16. 


Section 19 of the National Productivity Council Act provided as follows: 


“The Chairman of the Council shall, within three months after the termination of each 
fiscal year, submit to the Ministers of Trade and Commerce and of Labour a report of all 
proceedings under this Act for that fiscal year, including the financial statements of the 
Council, and the Auditor General’s report thereon, and the Minister of Trade and Commerce 
shall cause such reports to be laid before Parliament within fifteen days after the receipt 


thereof or, if Parliament is not then sitting, on any of the first fifteen days next thereafter 
that Parliament is sitting.” 


No such report of proceedings under the National Productivity Council Act was 
tabled in Parliament before adjournment on August 2, 1963. We were informed by officers 
of the Council that a report on all proceedings under the Act up to August 2, 1963, the 
date of repeal of the National Productivity Couneil Act, along with the financial state- 
ments and the Auditor General’s report for the year ended March 31, 1963, was presented 
to the Minister of Trade and Commerce on August 2, 1963. 


178. Public Printing and Stationery stores. Section 34(2) of the Public Printing 
and Stationery Act, R.S., c. 226, requires the Auditor General to “annually or more 
frequently at his discretion, cause the stock of stationery, printing materials and supplies 
in store, to be checked with the quantities purchased and supplied”. During 1962-63, as 
in previous years, such tests were made as were considered necessary to establish that the 


_ controls exercised by the Department were operating satisfactorily. In addition, we 


participated in the physical inventory checking by departmental personnel. A report on 
the examination was made to the Minister of Industry. 

At March 31, 1963 the inventories of stationery, printing materials and supplies 
held by the Department totalled $2,594,000, and compared with the inventories at the 
end of the previous year as follows: 


As at March 31 

1963 1962 
ES a ee Gs os wrk Fe ibe awe sees Ma oa es OS nA $ 705,000 $ st 
A¥pewriver Wad OSs MIACHING PArtS .... 2... ese ssc ce kes acceseecccle 152,000 152, 
Re ePTEe . 0G, OMENS. COS). wa bld ch's Fadetew ewe bs 398,000 361,000 
Bienes Sho mamionanna supplies ...5.0.03%seH2 hss space aanspabeeee 473,000 soup 
i ha on ay as o's a wa 0 480 2 oh, Ue Re Be ed ae pont 
SE Te eas Sa rete i ss cdeovesboctascehuesuveseetyh tds ] 
WV WE TION FE ss EID Gic in SOIT Is cov ble do oa bb + sidan sites Gaiden des nent 452,000 339,000 


$ 2,594,000 $ 2,351,000 


179. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases 
of Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, ec. 33, established 
this Fund to assist individuals or organizations to undertake or carry on research into the 
diseases of children, and the causes, prevention and treatment of such diseases. A Board 
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of Trustees consisting of a chairman and six other trustees is responsible for the manage- 
ment and administration of the Fund. As required by the Act, the National Research 
Council provides, without charge, such secretarial and other administrative and technical 
services and facilities as may be required by the Board, whose head office is in Ottawa. 
A report on the audit of the Fund’s accounts for the year ended March 31, 1963, which 
contained no qualification, was made to the Board and to the Prime Minister as 
required by the Act. 

The Act provided $1,000,000 for the Fund and also permits the Board to accept gifts 
for its purposes. A summary of the Fund’s transactions for the year ended March 31, 1963 
compared with the preceding year is given below: 


Year ended March 31 
1963 1962 
Balance at April 1 oo... . ccc csc cect rete cee tcccctececcnbeessunssuors $ 1,003,000 $ 1,058,000 
Add: 
Interest on investMentS ....... ccc cee cece ccc c eee eee eee eescceseeees 57,000 56,000 
Cit een ee er en Wee Oe OI err TOC Saker 1,000 1,000 
58,000 57,000 
1,061,000 1,115,000 
Deduct: 
Awards approved during year .......ceceeceee ee eereeeeeereeeeeces 12,000 112,000 
Balance vat ‘Marchiol.-cid lees (a oee lel base Bes eda ere es $ 1,049,000  $ 1,003,000 


Two categories of awards have been approved by the Board of Trustees, namely, 
“Queen Elizabeth II Fellowships’ and “Queen Elizabeth II Scientists’. Awards in the 
first category are made to doctors of medicine or “other suitable fields of science’ to 
enable them to obtain advanced training and experience in research related to diseases 
of children, and range in value from $3,500 to $5,000 per annum. During the year under 
review two new and one renewal fellowships were approved totalling $12,000. The second 
category covers the salaries of scientists appointed to carry out research at universities or 
teaching hospitals. Regulations approved by the Board of Trustees with regard to these 
appointments provide for payments of $10,000 per annum for the first three years and 
$5000 for the next following three years, after which the institution at which the 
appointment is held is expected to maintain the salary of the appointee at an appropriate 
level without further recourse to the Fund. There were no appointments under this 
category during the year under review. The Fund is presently giving support to three 
appointees of prior years. At March 31, 1963 the outstanding liability of $95,000 in respect 
of these appointments was included in the total provision of $111,000 for awards 
approved, appearing in the balance sheet of the Fund as at that date. 


180. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenue and expenditure accordingly form part of the 
departmental revenue and expenditure and are examined as such. However, section 20 
of the Currency, Mint and Exchange Fund Act, R.S., ¢. 315 requires that the Auditor 
General shall “at least once in each year inspect the store of bullion and coin at the 
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eon wamnitae inepestioniwhs made‘as at, F ebruary 28, 1963 and a report thereon was 
made to the Deputy Minister of Finance. The stocks of bullion and metals at cost, and 
coin at face value, held by the Mint at February 28, 1963 amounted to 821 .407.000 
comprising: gold, $2,466,000; silver, $18,420,000; nickel, $71,000; bronze, $450,000. 


181. Unemployment Insurance Fund. The Unemployment Insurance Act, 1940. ec. 44, 
whose purpose was to provide for insurance against unemployment and to maintain a 
national employment service, established this Fund as a special account in the Consoli- 
dated Revenue Fund to which all contributions from insured employees and their 
employers and Government of Canada contributions equivalent to one-fifth of the total 
employee-employer contributions, together with interest on investments, were to be 
credited—and to which benefits and other payments under the Act were to be charged. 
The Fund now operates under the Unemployment Insurance Act, 1955, e. 50 which, like 
the Act it superseded, is administered by the Unemployment Insurance Commission 
consisting of three commissioners appointed by the Governor in Council. Particulars of 
the unemployment insurance administration are given in paragraph 63. 

Financial statements showing the state of the Fund as at the end of the fiscal year 
and the operations of the Fund during the year are prepared annually by the Unemploy- 
ment Insurance Commission. In my 1960 Report (paragraph 109) I drew attention to 
the fact that the Act did not provide for these financial statements to be audited. The 
Public Accounts Committee took note of this and in its Fifth Report 1961 (paragraph 82) 
recommended that these statements be required by statute to be prepared by the Com- 
Mission and reported upon by the Auditor General. Although the Act has not yet been 
amended, the Commission has submitted its financial statements for the past two years 
to the Audit Office for examination, and the statements for the year ended March 31, 
1963, together with my report thereon to the Minister of Labour, are reproduced in the 
Public Accounts, Volume II, pages 17.16 to 17.18. 

The following is a comparative summary of the Fund’s transactions for the past 
three years, together with the year-end balances at the credit of the Fund: 


1960-61 1961-62 1962-63 
Income— 
Contributions from employers and employees ..$ 275,273,000 $ 277,789,000 $ 286,430,000 
Contributions from Government of Canada .... 55,055,000 55,558,000 57,286,000 
oe oes ELECT LL: 10,043,000 6,889,000 2,570,000 
Less: Loss on sale of securities ...........- 7,269,000 622,000 
2,774,000 6,267 ,000 2,670,000 
333,102,000 339,614,000 346,286,000 
Expenditure— 
Benefit payments 2.0.6.6... cst ec cee eee eoneenes 513,906,000 454,740,000 403,191,000 
Interest on advances .........-cceeeeeeeeeeeeee 403,000 2,961,000 
514,309,000 457,701,000 403,191,000 
Excess of expenditure over income .....--++++++> $ 181,207,000  $ 118,087,000 $ 56,905,000 
$ 9,693,000 


Balance at credit of the Fund .........-+++e0+: 


$ 184,685,000 


$ 66,598,000 
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The annual deficits shown above do not include the administrative expenses of the 
Commission which are financed out of the parliamentary appropriations to the Com- 
mission under the Department of Labour (see paragraph 63). Also not included are: the 
value of accommodation for the Commission’s regional and local offices throughout 
Canada, contributions to the Public Service Superannuation Account, accounting services 
rendered by the Comptroller of the Treasury and other services provided by government 
departments, all of which were estimated at $9,754,000 for the year. 

The deficit of $56,905,000 in 1962-63 was lower than that of the preceding year by 
$61,182,000. This substantial reduction for the second successive year is again attributable 
to fewer benefit payments and shorter benefit periods. The average monthly percentage 
of the insured population drawing benefit in 1962-63 was 8.1% compared with 9.3% in 
1961-62 and 10.7% in 1960-61. Initial benefit claims allowed in 1962-63 numbered 
1,292,476 compared with 1,370,738 in 1961-62 and 1,546,414 in 1960-61 and the average 
number of benefit weeks paid was 13.4 in 1962-63 compared with 14.3 in 1961-62 and 
16.4 in 1960-61. 

The Act provides that amounts in the Fund that are not currently required shall 
be invested by the Commission in obligations of, or guaranteed by the Government of 
Canada. Over the years, securities in substantial sums were acquired during the summer 
months when contributions and other income exceeded benefit payments and were 
liquidated, as required, during the winter months when the flow of funds was reversed. 
Up to a point in 1961 the Commission’s tradings were exclusively in public issues of 
Government of Canada bonds and, to a lesser extent, Canadian National Railways bonds. 
In the 1962 Report (paragraph 200) we referred to a change in policy which had resulted 
in the takeover by the Department of Finance on September 29, 1961 of the entire 
portfolio of the Fund at its book value of $240,454,000 in exchange for the discharge of its 
liability to the Minister of Finance for loans outstanding together with the acquisition 
in an amount equivalent to the balance, of a special issue of Government of Canada 
non-negotiable bonds redeemable at par subject to 30 days prior notice. The purpose of 
the takeover had been explained to the House of Commons by the Minister of Finance 
as being to remove from the bond market the Fund’s holdings of Government securities 
which, because of their size and the volume of sales and purchases therein, were exerting 
an unstabilizing influence on the market. We also drew attention last year to the fact 
that the transfer of the securities at book value had relieved the Fund of a loss on their 
disposal which could have amounted to $34,486,000 based on their market value at the 
date they were transferred. 

All security transactions of the Fund in the year under review were in the special 
Government of Canada issue and thus no losses on sales were incurred. 


182. Yukon Territorial Government. The Yukon Act, 1952-53, c. 53, as amended, 
provides for the appointment by the Governor in Council of a chief executive officer 
for the Territory to be known as the Commissioner and for the election of a Council 
composed of seven members. The Commissioner in Council is empowered by the Act to 
make ordinances for the government of the Territory in those fields normally within 
provincial jurisdiction. 
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The accounts relating to the receipt and 
money appropriated by Parliament for the Ter 
Auditor General of Canada, in accordance with 


ment, however, for the preparation of annual financial statements, nor for their certifica- 
tion by the Auditor General as the statutory auditor. The Department of Northern 
Affairs and National Resources has advised that it proposes to recommend amending 
legislation to this effect. Pending the enactment of such legislation, the Commissioner 
has submitted, for audit examination, the annual financial] statements prepared by the 


Territory for publication in its Public Accounts, and I have agreed to furnish audit 
certificates with respect to such statements. 


expenditure of territorial funds and of 
ritory are subject to examination by the 
section 26 of the Act. There is no require- 


The following is a Summary of expenditure and revenue of the Yukon Territorial 


Government for the year ended March 31, 1963, with comparable amounts for the 
preceding fiscal year: 


Year ended March 31 
beeanenrenatiedeceednt tee, 


1963 1962 
Expenditure— a Dias 
SEES Ee ee an ee es $ 3,817,000  $ 1,748,000 
NN GE von bos va chen ddan while cle Ou'dacdvccddosist 1,153,000 951,000 
Roads, bridges and public works .................0..0000--000.,.. 961,000 894,000 
Yukon Hospital Insurance Service ...........0..e0cceecceceeeee... 744,000 813,000 
Seen wultare? 7, arn, aL I 4... 88 men 480,000 404,000 
« cewopitpiaedena a MA ge OA ai a a a oe 330,000 — 
Municipal and area development ..................0.-0-----055.... 277,000 285,000 
nner ress OCP NS Fe oie, Wy ke ged 637,000 530,000 
8,399,000 5,625,000 
Revenue— 
EMRE oo ies. yas 2 ole os daw cwdiéu carta dues 1,335,000 498,000 
as BN re ee Ses ee ea ee 922,000 875,000 
Eee eg Sco gb dekie vende vive recs Genucis dwn ccdteeuel 703,000 551,000 
URC ge er PE a cia weemulees 259,000 221,000 
IE APOE Oe Oe et Is. lacunae w aude iocbndwnn 197,000 170,000 


3,416,000 2,315,000 


Expenditure recoveries: 


Se AIPITN ooc o b a nnle a vac esi veeusevnbesesas $ 1,730,000 1,214,000 
Roads, bridges and public works .............0006: 564,000 575,000 
Yukon Hospital Insurance Service ..............-. 471,000 421,000 
RN Oe OU aia oad cs 64 vec unis Weresskadene 450,000 321,000 
INET OTOIO. Sic aki vevu sda vsenebeCersenes 160,000 140,000 
NE sess al cb sons sade ted wowen’ 97,000 71,000 


3,472,000 2,742,000 


6,888,000 5,057,000 


Excess of expenditure over revenue .........2+++eeee088 


$ 1,511,000 $ 568,000 
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The revised agreement between the Territory and the Federal Government covering 
financial relations and the allocation of functions between the two governments for the 
five year period commencing April 1, 1962, which was based on the recommendations of 
the Interdepartmental Committee on Federal-Territorial Financial Relations, includes a 
provision that the Territory contribute towards the cost of policing and administration 
of justice. Justice expenditure of $330,000, for which there was no counterpart in the 
prior year, resulted from this recommendation. 

Loans payable to the Federal Government at the close of the fiscal year totalled 
$5,431,000, an increase of $3,296,000 from the previous year’s total of $2,135,000. Funds 
in the amount of $2,833,000, borrowed by the Territory to meet cash requirements for 
capital expenditure as provided in the revised agreement referred to above, formed the 


major part of this increase. 
# & % # 


I would like to record my appreciation to all members of the staff of the Audit Office 
for their loyalty and devotion to duty during the past year. 


A. M. HENDERSON, 
Auditor General of Canada. 


November 25, 1963. 
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NON-PRODUCTIVE PAYMENTS NOTED IN THE AUDIT 
FOR THE YEAR ENDED MARCH 31, 1963 


(See paragraph 98) 


1. ABANDONMENT OF SHARED-COST SCHOOL CONSTRUCTION PROJECT, SOUTHAMPTON, ONT. In 


1957 the Indian Affairs Branch of the Department of Citizenship and Immigration, with 
the concurrence of the Indian parents concerned, approached the Southampton School 
District to provide joint school facilities to include the Indian population, and subse- 
quently the Department received authorization to make a capital contribution towards 
the cost of a new school building. After the plans were drawn, the Indian parents changed 
their minds and the project was abandoned, with fees totalling $3,811 being paid by the 
Department to architects. 


In 1961 negotiations were reopened with the school district, following a survey of the 
Indian population that indicated considerable support for an integrated school. The 
Department was again authorized to enter into an agreement and to make a capital 
contribution towards the cost of the new school building. The agreement was signed 
and a tender call was issued by the school district in June 1962. Early in July, however, 
acceptance of the tenders was delayed at the request of the Department because of 
the organized opposition of a group of Indians, and subsequently the project was again 
abandoned. In February 1963 the Department paid $7,886 to the Southampton School 
District in reimbursement of architects’ fees and costs of the tender call incurred for the 
proposed school building. 


. CONSTRUCTION OF AMMUNITION LIGHTERS. In September 1953 a shipbuilding concern was 


awarded a firm price contract by the Department of Defence Production, for the 
construction of two ammunition lighters for the Navy. At the time tenders were called 
the estimated period of construction was to be nine months. However, the actual time 
required was 37 months due largely to delays beyond the control of the contractor inas- 
much as specifications were inadequate, the design was not firm and components to be 
incorporated into the vessels were not delivered on time. In the year under review, 
the shipbuilding firm was paid $68,925 in settlement of its claim for additional costs 
attributable to the delays. 


An almost identical situation arose in connection with a contract for the construction of 
another ammunition lighter, awarded by the Department to another shipbuilding firm 
also in September 1953. In this case the actual period of construction was 42 months, the 
prolongation of the contract being in large measure attributable to delays in the approval 
of drawings and in the delivery of machinery and equipment and associated drawings 
under a contract placed independently by the Department. The shipbuilding firm 
claimed for additional costs occasioned by the delays and, during the year under 
review, was paid $12,817 in settlement of its claim. 


We are informed by the Department that the circumstances giving rise to these pay- 
ments in 1962-63 occurred in 1953 when the Department was struggling to achieve 
sufficient organizational strength to compete with the tremendous procurement demands 
being made upon it by the tide of events flowing from the Korean War. 


- PREPARATORY WORK FOR CORRECTIONAL WORK CAMP, BELAIR FOREST RESERVE, MAN. After 


informal discussions between penitentiary and provincial officials a site was chosen in 
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this Forest Reserve, for a minimum security correctional work camp. A formal approach 
to the provincial government for approval of the site was delayed until a suitable water 
supply could be located. Meanwhile considerable preparatory work was carried out 
including the acquisition of equipment and building material and surveys of the prop- 
erty. The provincial government rejected the initial request for approval of the site but 
subsequently agreed to the location with the stipulation that the camp be not con- 
structed on a permanent basis and be removed within three months, on request. This 
was not satisfactory to penitentiary officials and work was discontinued. Although 
material and equipment that had been acquired for construction may be used at an 
alternate location, $10,000 spent on the development of a water supply was non- 
productive. 


4. COST OF LAND ACQUIRED, AND PRELIMINARY WORK UNDERTAKEN AT UNSUITABLE LOCATIONS. 


As part of a program of expansion of penitentiary facilities, decisions were made to 
construct a maximum security penitentiary at St. Pie, Quebec and a medium security 
institution in the Markdale-Dundalk area of Ontario. Expenditure to the close of the 
fiscal year on the first institution totalled $90,000 of which $83,000 was for land and 
$7,000 for survey, legal and engineering investigation costs. Expenditure of $7,000 at 
the Markdale-Dundalk site was for survey and engineering costs only. After the close 
of the year work at the two sites was discontinued as it was decided that both were 
unsuitable as locations for the planned institutions. 


. COST OF MANAGEMENT CONSULTANTS’ SURVEY CANCELLED BEFORE COMPLETION. In Decem- 


ber, 1961 the Unemployment Insurance Commission entered into an agreement with a 
firm of management consultants to: (i) produce time standards for work measurement 
and develop programs for determining staff requirements for non-measurable activities 
and measuring performance efficiency, (ii) advise on the role and size of the Standards 
and Methods Division and on a suitable organizational framework within which to carry 
out its role, and (iii) provide a training program for the staff of that division. The work 
was to be carried out at a cost, not including travelling expenses incurred outside 
Ottawa, of $43,500, including $9,000 for the training program. Before the work was 
completed the training program was cancelled, and the firm claimed and was paid 
$2,360 to cover preliminary work carried out on the program prior to being notified of 
its cancellation. 


- EXTRA COSTS DUE TO DEFAULT OF ORIGINAL CONTRACTOR ON CONSTRUCTION CONTRACT, FUNDY 


NATIONAL PARK, N.B. After the original contractor had defaulted on a contract let by the 
Department of Northern Affairs and National Resources, for the construction of a pump- 
house and valve-house at Fundy National Park in 1959, a contract was entered into 
with the second lowest bidder, at an added cost of $13,234, including an increase of 
$2,950 to compensate for winter work and price increases. The security deposit of 
$5,391 of the original contractor was forfeited to the Crown. In 1959 this contractor was 
paid $1,333, the difference between the value of $4,283 placed on material which had 
been delivered to the site and the amount of $2,950 by which the second low bid had 
been increased as mentioned above. Early in 1963 he sought additional compensation, 
claiming that his inability to perform the contract had been due in part to misunder- 
standings with departmental officers. Although the Department continued to hold the 
view that the basic reason for the contractor’s default was his inability to construct a 
well as specified, he was paid an additional amount of $6,616, based on a return of his 
forfeited security deposit, with interest, and the value of material, not previously 


considered, which had been left on the site. 
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. REIMBURSEMENT OF CONTRACTOR’S PRELIMINARY EXPENSES WHEN ROAD CONTRACT CAN- 


CELLED, YELLOWKNIFE, N.W.T. In 1961 the Department of Public Works entered into a 
contract for improvements to the road between Yellowknife and the local airport. Before 
the start of construction, the Department of Northern Affairs and National Resources, 
which was financially responsible for the work, decided that a new route should be 
followed and that no work should be done on the existing road. The contract was 
cancelled and the contractor was paid $4,372 during the year as compensation for his 
preparatory expenses. 


CONSTRUCTION OF JETTY SERVICES, SEAWARD DEFENCE BASE, HALIFAX. A contract for steam, 
water, air, electrical and telephone lines at the Royal Canadian Navy Seaward Base 
was awarded in May 1959 by Defence Construction (1951) Limited in the amount of 
$120,200. After commencement of the work and when progress was gaining momentum, 
the Navy advised that major changes must be made to the design. The time lost while 
new drawings were prepared and while materials and equipment called for by the 
modified design were being procured forced the contractor into winter operations and, 
as a result, the contractor claimed for additional costs of $21,522. The Crown accepted 
responsibility for five months delay and made settlement in the amount of $12,985 in 
May 1962. 


. ROADWORK AND LANDSCAPING, CAMP PETAWAWA, ONT. In April 1956 a contract in the 


amount of $1,572,112 was awarded by Defence Construction (1951) Limited for road- 
work, landscaping, sewers and watermains at Camp Petawawa. This work was being 
carried out during a period of major activity in the Canadian Army Home Station 
Development Program and at the time there were 19 separate contracts in progress on 
the site. The projects were scheduled in such a way that there would be a minimum 
of interference and interruption in the work being carried out by the individual con- 
tractors. However, delays in the delivery of steel and other building materials, a 
shortage of electrical power, delays by the Crown in removing temporary Army build- 
ings together with changes in the design and specifications caused the overall project to 
fall behind schedule. The contractor for the roadwork, landscaping, sewers and water- 
mains was thus prevented from proceeding with the construction schedule as tendered 
and additional costs for rented equipment, standby time and repairs to damaged land- 
scaping were incurred. 


The contractor claimed for the additional costs occasioned by the above-mentioned 
delays and was paid $36,604 in December 1962. 


EXTENSION OF WATER AND SEWERAGE FACILITIES, GREENWOOD, N.S. In April 1960 Defence 
Construction (1951) Limited awarded a contract in the amount of $225,340 for the 
extension of water and sewerage facilities to serve 300 Permanent Married Quarters 
being constructed under another contract at R.C.A.F. Station, Greenwood. 


The construction schedule called for work to commence by May 10, 1960 and for 
completion of the project by August 30, 1960, but actual completion was not until 
December 1960. Because the building contractor, in spite of careful planning, was unable 
to complete the houses on schedule, the sewerage work was delayed 30 working days. 
In addition, due to a delay in the availability of electrical power, the contractor was 
obliged to rent portable generators and pumping equipment in order to provide tem- 
porary water supply and sewerage facilities. As a result of these delays, the contractor 
claimed for the idle time of his equipment and the rental of additional equipment and 
overhead, and was paid $16,315 in the year under review. 
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CONSTRUCTION OF FOUNDATIONS AND INSTALLATION OF 
October 1961 Defence Construction (1951) 
of $127,136 for the construction of foundatio 


homes at R.C.A.F. Station, St. Sylvestre. During the progress of the work, sub-surface 
water conditions, underground springs and substantial rock excavation not originally 
anticipated impeded the progress of the contract. This, combined with the time required 
to process necessary engineering and design changes, made it impossible for the contractor 
to meet the target completion date of December 15, 1961. Consideration was given to 
deferring the work until the spring of 1962. However, this was rejected due to the pre- 


arranged program for manufacture, delivery and erection of the mobile homes under 
another contract. 


SERVICES, ST. SYLVESTRE, QUE. In 
Limited awarded a contract in the amount 
ns and installation of services for 25 mobile 


Thus the contractor was forced into a winter construction program at substantially 
increased costs. When the ground thawed in the spring it was discovered that the 
waterline pipe was broken in many places. A firm of consulting engineers employed to 
carry out an investigation to determine the cause of the failure reported that movement 
of the saturated and unstable foundation materials under freezing winter conditions 
had subjected the pipe to loads in excess of its structural] strength. As a result of further 
engineering studies by engineers of Defence Construction (1951) Limited and the 
Department of National Defence a number of design changes were made which took 
into consideration the sub-surface conditions encountered. The remedial work thus 
occasioned involved the reopening of the entire system and this was carried out in the 
summer of 1962. 


The foregoing delays resulted in an unproductive period of approximately five months. 
The costs incurred during this period, and for the remedial work, were established at 
$130,569 by Defence Construction (1951) Limited and agreed to by the Department 
and, as the Crown had accepted responsibility for half of such costs, the contractor was 
paid $65,284. 


CONSTRUCTION OF ROADS, ETC., AND WATER AND STEAM DISTRIBUTION SERVICES, SUMMERSIDE, 
P.B.I. In October 1958 a contract was awarded by Defence Construction (1951) Limited 
in an amount of $1,512,749 for the construction of roads, drainage, grounds development, 
concrete aprons and taxiways, and water and steam distribution services at the R.C.A.F. 
Station, Summerside. 

After the commencement of work under the contract, delays were occasioned by changes 
in the plans for the work. The most serious delay arose in August 1959 when a change 
in profile of hangar aprons and taxiways resulted in additional quantities of sub-base 
material being required, and additional funds to provide for this were not made avail- 
able in time to take advantage of the fall construction season. Although the contractor 
continued with the work on a reduced scale until September 1959 he was then obliged 
to suspend operations. 

In the schedule for the over-all project it was anticipated that a substantial amount 
of asphalt would be laid in the fall of 1959 and the contractor had been instructed to 
move his asphalt plant to the site. However, because of the delay mentioned, only a 
limited amount of asphalt work could be completed. The contractor claimed for addi- 
tional costs for rental of equipment, overhead, and supervision and was paid $76,213 in 


October 1962. 


ADDITIONAL COSTS DUE TO DECISION TO CHANGE SITE OF BUILDING, oTTAWA. In 1955 an 
architect was retained by the Department of Public Works to prepare plans and email 
cations for, and to supervise the construction of, a building for the National — 

Council at Ottawa. After he had prepared preliminary plans, sketches, ete., a change 
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in site was decided upon by the Council, as a result of which the shape and style of 
the proposed building had to be substantially revised to fit in with other buildings 
planned for or being constructed in the same area. In 1960 the architect was paid 
$21,835, provisionally, on a quantum meruit basis, in accordance with the terms of his 
contract, for services rendered prior to the decision to re-site the work. During the year 
under review he was paid an additional $4,861 in connection with the abandoned work 
when he was able to substantiate a part of his claim which had been disallowed when 
the earlier payment was made. 


COST OF ADDITIONAL WORK TO REMEDY CONSTRUCTION DEFICIENCIES, CAMPBELLTON, N.B. In 
September 1959 a contract was awarded by the Department of Public Works for the 
construction of a public building at Campbellton. During construction settlement of 
such magnitude occurred that complete underpinning of the structure, including the 
driving of piles, was found necessary. The contractor maintained that the Department 
of Public Works should accept all responsibility for the settlement problem because the 
design did not make proper allowance for the poor soil encountered. Although this was 
disputed by the Department, its representatives on the site had not objected to the way 
in which the work had been carried out and a payment of $46,055 was made to the 
contractor, being 50% of the $92,110 cost of the additional work required. 


ADDITIONAL COSTS RESULTING FROM CONSTRUCTION DELAYS, WINDSOR, ONT. In 1958 the 
Department of Public Works entered into a contract for the alteration and construction 
of an addition to the Federal Building at Windsor. After excavation work was under 
way, it became apparent that the soil loading was going to be much more critical than 
had been indicated by the borings taken on the site prior to the award of the contract. 
Extensive foundation design changes were found to be necessary, resulting in the work 
being delayed for more than four months. Further delays, due primarily to alterations 
in layout requested by two departments and changes in connection with the fire protec- 
tion system, lighting fixtures and the design of the main lobby, accounted for an addi- 
tional delay of over four months. The contractor was paid $56,443 during 1962-63 to 
compensate him for costs incurred as a result of these delays. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, HALIFAX. In 1961 the Department of 
Public Works entered into a contract for the construction of an Inspection Laboratory 
for the Department of Fisheries at Halifax. After the specified pile driving was about 
60% complete, an old timber wharf was encountered. When the timbers were removed, 
a test pile was driven and the unsatisfactory result led to a re-design of the pile 
foundation and a delay of nearly two months. During the year a payment of $8,451 (of 
which all but $272 was non-productive in nature) was made to the contractor to 
compensate him for costs incurred as a result of the delay. 


COST OF MAINTAINING UNUSED OFFICE SPACE, LONDON, ENGLAND. Item 15 of paragraph 115 
of last year’s Report referred to rental and maintenance costs which had been incurred 
in the last half of the fiscal year 1961-62 on a vacated leasehold property in London, 
England. During the year under review the Department of Public Works continued to 
be unable to dispose of the residue of the leasehold interest in the property on satis- 
factory terms, and rental and other expenses in excess of $27,000 were incurred in respect 
of the unused premises. The interest has been disposed of since March 31, 1963. 


EXCAVATION COSTS AT SITE ABANDONED, PORT HARDY, B.C. In 1960 the Department of Public 
Works entered into a contract for the construction of detachment quarters for the 
Royal Canadian Mounted Police at Port Hardy. Shortly after construction began the 
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contractor encountered higher sub-s 
had been shown by the site surve 


COST OF DELAY IN CONSTRUCTION OF SHOPS BUILDING, SAINT JOHN, N.B. In May 1960 the 
Department of Public Works entered into a contract for the construction of a shops 
building for the Department of Transport at Saint John. The contractor moved on to 
the site and began preparation for the construction of the building, but when applica- 
tion was made to the municipality for a building permit it was refused because the siting 
of the building did not conform to a set-back by-law. As the Department of Transport 
did not wish to re-site the building, approximately a month was required for negotiations 
which led to the waiving of the by-law requirement. Work was suspended during this 


period and, in the year under review, the contractor was paid $2,450 for costs incurred 
by him as a result of the delay. 


COST OF DELAY IN CONSTRUCTION OF BUILDING, WINNIPEG. In 1960 the Department of 
Public Works entered into a contract for the construction of an addition to the Science 
Service Laboratory of the Department of Agriculture at Winnipeg. Although test borings 
had been carried out at the site of the addition, work under the contract revealed 
unexpected sub-soil conditions and a delay was necessary while a revised design, 
compatible with the actual conditions encountered, was prepared. The contractor’s 
progress was also delayed because of indecision (after excavation had been started at 
one site) as to where an associated building should be located. In January 1963 the 
contractor was paid $9,149 to compensate him for additional expenses incurred on the 
basis of a total delay of three months. 


COST DUE TO CHANGE IN SITING OF BREAKWATER EXTENSION, FREEPORT, N.S. On June 5, 1962 
the Department of Public Works awarded a contract at an estimated cost of $128,750 for 
a breakwater extension, to be built of quarried rock, at Freeport. Two weeks later, after 
the contractor had moved his equipment to Freeport and opened up a quarry, local 
fishermen raised objections to the proposed site, although they had earlier supported 
the plan. They now wished the protection to be a separate structure rather than an 
extension, and to be located 300 feet west of the existing breakwater. The contractor 
was instructed to suspend operations, and a few days later the project was terminated. 
In February 1963 a payment of $55,741 was made in settlement of the contractor’s 
claim for costs in connection with the terminated work. 


ADDITIONAL COSTS DUE TO DELAY IN DECISION REGARDING RELOCATION OF POWER LINES, 
OTTAWA. In November 1959 a contract was entered into by the Department of Public 
Works for the construction of storm sewers, grading, roads, parking areas, etc., on the 
Riverside Drive development at Ottawa. After the job was completed the contractor 
submitted a claim for additional reimbursement because of delays to which the work 
had been subjected pending relocation of power lines. The Treasury Board had originally 
approved of expenditure for relocating the power lines overhead, but it was sey until 
July 1960, after extended negotiations involving the City of Ottawa, the National 
Capital Commission and a public utility, that approval was given to place them under- 
ground. 

In the year under review a payment of $70,775 was made to the contractor to compensate 
him for costs incurred due to the delay in reaching the decision to relocate power lines 


underground. 
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COST OF UNUSED PLANS FOR BUILDING IMPROVEMENT, OTTAWA. During the summer months, 
steam requirements for Parliament Hill in Ottawa are met from the boiler room in the 
East Block. It having become apparent that the existing facilities of the boiler room 
were inadequate, consultants were commissioned in 1961 to design improvements. 
Although in due course they produced plans and specifications, these would have 
involved expenditure estimated at $165,000, and the work was carried out to a simpler 
design, prepared by the Department of Public Works, at a cost of $46,000. During the 
year under review the consultants agreed to accept a settlement of $1,672 on the basis 
of the actual cost incurred. 


COST OF CHANGING FROM BRICK TO STONE, THE FACING OF A BUILDING, HAMILTON. In 1961 
the Department of Public Works entered into a contract for the construction of an 
addition and alterations to a postal terminal at Hamilton. Although the existing build- 
ing was faced with stone, the plans for the addition called for a red brick facing. After 
the brick had been laid, local civic officials and others objected strongly to the appear- 
ance of the elevation of the addition, which faced a principal street, and requested that 
it be faced with stone to match the original building. This was done in 1962, with 
Treasury Board approval, a cost of $2,837 being incurred in supplying, installing and 
removing the brick, which had no salvage value. 


COST OF PARTIAL CONSTRUCTION OF BREAKWATERS ABANDONED DUE TO SHORTAGE OF SUITABLE 
ROCK, ST. BRIDE’S, NFLD. A contract for repairs and improvements to two breakwaters at 
St. Bride’s was entered into by the Department of Public Works in 1961. A, phase of 
the work was the placing of quarry run rock fill and armour stone on the seaward faces 
of both breakwaters. By mid-1962, when the contractor had placed 4,654 tons of rock 
in position, of an estimated total requirement of 35,000 tons, he stopped work, claiming 
that all possible sources of rock in the vicinity of the work had been exhausted and he 
did not see how he could complete the project. The value of the work performed up to 
that point, at the contract unit rates, was $73,034. After an investigation by depart- 
mental officials had established the unlikelihood of suitable rock being available within 
a reasonable distance of the site, the contract was terminated at a total cost of $127,041, 
so that a non-productive payment of about $54,000 resulted. 


In May 1963 the National Research Council was provided with funds to carry out a 
study of the situation at St. Bride’s and to recommend the most suitable type of con- 
struction in order to complete the work contemplated in the terminated contract. 


COST OF CONSTRUCTION DELAYS DUE TO FAULTY DRAWINGS, OTTAWA. During the construction 
of additions and alterations to the Dominion Bureau of Statistics building, it became 
apparent that the as-built drawings for the existing building were inaccurate. As the 
work had been designed to correlate with the existing structure as detailed in these 
drawings, the re-design of all connection details was required and completion of the 
contract was delayed. During the year under review the contractor was paid $4,780 for 
costs resulting from delays caused to a considerable extent by the faulty drawings. 


PRELIMINARY COSTS OF PROPOSED WHARF NOT PROCEEDED WITH, GLACH BAY, N.S. In 1961 the 
Department of Public Works entered into a contract for the construction of a wharf 
for the benefit of the fishing industry at Glace Bay. The site of the proposed structure 
had been acquired by the Department in 1934 and in the interim a number of fishermen 
had been permitted to use the property, where they had provided themselves with shacks 
and small private wharves. Subsequent to the award of the contract, strenuous excep- 
tion to the choice of the site was taken by a group of local inshore fishermen because 
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several of them would thereby be deprived f ; Pies 
sheds. After material was deli rrebemr coir veg mee. existing wharves and 


remove the fishermen’s sheds, and to have dredging carried out to provide mooring space 


for the inshore fishermen, the latter remained adaman 
. t th 
on the site. at a wharf should not be built 


Early in 1962 the Department informed the contractor of its decision to cancel the 
contract and in due course he was paid $37,596 for expenses incurred in the abortive 
attempt to proceed with the project. As the Department has found it possible to utilize 
material valued at about $14,500 taken over from the contractor, the financial conse- 
quence of the incident was a non-productive cost of approximately $23,000. 


PRELIMINARY COSTS INCURRED ON WHARF NOT PROCEEDED WITH, SEPT ites, QuB. In 1961 
the Department of Public Works engaged a firm of consulting engineers to prepare 
plans and specifications for the first stage of a new wharf at Sept fles. In March 1962 
the Department sought Treasury Board approval for expenditure already incurred 
under departmental authority and in addition, for what would be involved in the prep- 
aration of the necessary designs, etc., for the second and final stage of the proposed 
work. The Department was informed that the Board regarded it as premature to pro- 
ceed with the preparation of detailed plans when there remained considerable uncer- 
tainty as to whether a new public wharf at Sept Iles would be required in the near 
future. Further, the Board felt that should changing traffic conditions demonstrate the 
need for a wharf at some future date, existing plans might prove to be outdated and 
unsuitable. Accordingly, the engagement of the consultants was terminated and during 
the year under review they were paid $13,748 for services already rendered. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, INUVIK, N.W.T. In 1958 the Department 
of Public Works entered into a contract for the construction of various buildings, 
including a substantial number of housing units, at Inuvik. The contractor had planned 
to bring work on the housing units in 1958 to a point which would enable him to com- 
plete this phase of the project in 1959. Because the cut-off elevations for piling could 
not be given until the elevations for the utilidor system serving the area had been 
determined, he was unable to proceed until the late autumn of 1958. The end result of 
the delay was an additional three months of winter work in 1959-60. In November 1962 
the contractor was paid $53,887 to compensate him for costs incurred because of the 


delay. 


. CONSULTANTS’ FEES IN RESPECT OF ABANDONED WORK, SAULT STE. MARIE, ONT. In 1960 the 


Treasury Board granted approval in principle to the construction of an air terminal 
building by the Department of Transport at the Sault Ste. Marie Airport, at the same 
time stipulating that the estimated total cost of $610,000 was not to be exceeded. Con- 
sultants retained by the Department prepared sketch plans, working drawings and 
specifications prior to tenders being invited for the construction work. When the lowest 
tender received and a revised tender based on modified plans were both in excess of the 
prescribed ceiling, the Department was instructed by the Treasury Board to cancel the 
tender call and re-design the building at a lower cost. During the 1962-63 fiscal year a 
final payment of $12,310 to the consultants in respect of the abandoned work brought 
the total non-productive cost for consultants’ services and expenses to $26,608. 
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CONSULTING SERVICES, AIR TERMINAL BUILDING, WINNIPEG. In 1957 the Department of 
Transport engaged a firm of consultants to provide architectural and consulting engi- 
neering services in connection with the construction of an Air Terminal Building at the 
Winnipeg Airport. On departmental instructions, sketch plans were completed based 
on a design which incorporated 12 gate positions and was estimated to cost in excess 
of $15.5 million. In due course tenders were called for foundation work and site prep- 
aration. When the Treasury Board was informed of the results of the tender call, the 
Department was requested to review the whole project with a view to reducing the 
over-all cost. The result was that a new concept for the proposed building was agreed 
to and the consultants were requested to produce a design reducing the size of the 
building to accommodate 8 gate positions only, at a substantial reduction in cost. 


In 1960 the consultants were paid $82,556 for services in connection with the original 
concept of the building. Primarily this amount represented the difference between 1% 
of the estimated amount involved in the original concept and 1% of the estimated 
cost of the revised concept. In March 1963 the Treasury Board authorized a further 
payment of $34,386, on the quantum meruit basis, in full settlement of the consultants’ 
claim for additional compensation, bringing the non-productive outlay to $116,942. 


COST OF DELAYS IN CONSTRUCTION OF AIRPORT FACILITIES, MONTREAL. In 1959 the Depart- 
ment of Transport entered into a contract for the excavation, foundation waterproofing 
and plumbing works for fingers, tunnels and aeroquay for the terminal building at the 
Montreal International Airport. In May 1961 the contractor requested compensation 
for costs claimed to have been incurred by him as a result of delays caused by changes 
ordered by the Department in the plans and specifications after the work was under 
way. Following detailed consideration of the contractor’s claim by the Department, 
in August 1962 he was paid an additional amount of $44,546 in settlement of his much: 
larger claim. 


COST OF LANDLINE CIRCUIT NOT PUT INTO USE, VAL D’oR, QUE. In 1959 the Direct Controller 
to Pilot Communications (D.C.P.C.) program of the Department of Transport included 
plans for a landline circuit between Rouyn and Val d’Or, which would permit direct 
communication between aircraft and the traffic control tower at Val d’Or through the 
medium of facilities located at Rouyn. A telecommunication company was requested 
to arrange for provision of the landline in 1960. In April 1962, when the circuit had not 
been commissioned because a building had not been constructed at Rouyn to house the 
departmental equipment, the company was informed that the landline was no longer 
required because the airport at Val d’Or was being taken over by the R.C.A.F. During 
the year the company was paid $2,698 to cover its out-of-pocket expenses in connection 
with the provision of a circuit which was never used. 


PRELIMINARY EXPENSES INCURRED ON PROPOSED RAILWAY CROSSING BRIDGE, COBOURG, ONT. 
In 1957 the Board of Transport Commissioners authorized the Town of Cobourg to 
construct an overhead bridge to replace existing level crossings across the rights of way 
of two railways within the town limits. A firm of consulting engineers was engaged by 
the Town to plan the structure but by 1961, before construction of a bridge had been 
carried out, the Board agreed with the municipality’s view that changed conditions at 
the location made a bridge unnecessary. During the year under review the Railway 
Grade Crossing Fund was charged with $19,287, representing a payment to the munici- 
pality of sixty percent of the account rendered to it by the consultants for their services 
and expenses in connection with the cancelled work. 
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as to the necessity for the suggested plan changes. Late in December 1961 the contractor 
was instructed to cease work on this phase of his operation until plans had been revised 
and nearly three months elapsed before he was instructed to resume work. In February 
1963 he was paid $20,050, from funds provided by the Department of Transport, as 
reimbursement of the cost of maintaining a work force on the site during the idle period. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, EDMONTON. In 1960 the Department of 
Transport entered into a contract for the construction of a terminal services building, 
including the installation of equipment, for the Edmonton Internationa] Airport, to be 
completed by October 31st of that year. The specifications available to bidders stated 
that “separate tenders have been called for the hot water generators and the successful 
general contractor will later be asked to absorb and include these hot water generators 
in his contract”. The placing of a contract for the equipment was delayed because of 
the time involved in assessing the proposal of the low bidder and delivery was not 
required until January 31, 1961. Further delays were caused by difficulties which arose 
between the equipment contractor and his suppliers, so that final deliveries were not 
made until the following June. The completion of the construction contract was thus 
delayed until July 1961. 


During the year under review the contractor was paid $18,619 in compensation for 
increased labour costs, winter work conditions and extended overhead costs during the 
period of several months when he was unable to proceed with the work as planned. 


ARCHITECTS’ PLANS NOT USED, VANCOUVER. In 1958 a firm of architects was engaged by 
the Department of Public Works to prepare plans and specifications for, and to super- 
vise construction of, a therapeutic pool, an exercise room and an extension of the out- 
patient department for the Department of Veterans Affairs at the Shaughnessy Hospital, 
Vancouver. While working drawings were being prepared, the Department of Veterans 
Affairs was making further investigations concerning the latest developments in the 
design of therapeutic pools. The result was that the architects were requested to make 
changes in their plans and two sets of largely-completed drawings were abandoned. In 
August 1962 they were paid $6,700 on a quantum meruit basis for services rendered 
in preparing the abandoned plans. 
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APPENDIX 2 
SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE YEAR ENDED MARCH 31, 1963 
(with comparable figures fer the preceding fiscal year) 
(in millions of dollars) 
Increase or 


1962-63 1961-62 decrease (—) 


Civil salarioa and ‘WARES iis +s. <x nacre OE wey Selene herve) <n ened ds Peres tee $ 864.4 $ 830.0 $ 34.4 
CHoilinn allowanhgea..” scdxice cae .ck eee eile ee deo seta a vie bbrecs clos Gekineaeeemnrn arenes ee 16.1 14.8 1.3 
Pay and allowances, defence forces and R.C.M. Police.................00e ee eee 583.9 574.5 9.4 
Professional and special Gerviciss 25. i4 Goce nics. ens) eens ses Cems Benes > demeere 91.1 95.2 —4.1 
Traveliiic’and remnval @xpenses: (5.7. As G ees o00d5 cao bores SOR Re ee aeee ores 63.3 66.9 —3.6 
Freight, otpredés and: cartagei 26 do MIS A ee. Teas ago LOR, Re 11.1 12.2 —1.1 
Postsine .serbilsasds Se) vaprdes oho? Wea: aE OR Poe Reel a a a oe oe 6.3 6.2 | 
Telephone, telegrams and other communication serviceS........ 60.0060 e essen 29.3 21.7 7.6 
Publication of departmental reports and other material................. 0c eevee 9.0 9.4 — 4 
Exhibits, advertising, films, broadcasting and displays.............. 0.00.0 eeees 13:2 13.2 0 
Office stationery, supplies, equipment and furnishings...................40e ee eeee 23.1 26.1 —3.0 
Materials and gupplies. ois TEM Sian « pel de - 50 «RTT Oe RS 180.2 171.6 8.6 
Buildings and works, including land— 

Coma ruttitie tt BeCEIONG, .... -ao + 0s cncetei ase ee cde ose eee rae 289.3 328.1 —38.8 

OTRITA MOON ROD Dawei V EEK oo of oce ad's 0c 8 RU OE alp Eis PORE JOLRa a ees ee 52.2 60.2 —8.0 

PRGRUG eee ae a oere ees Fc ee ee ee ee ee ERG + Sets Meee ae 17.2 16.3 9 
Equipment— 

RE OPP AO CICION AGN 7, we pao aiers 4 © 8 haan ad Cams ee OOM EE Cane ee 285.6 357.2 —71.6 

PUMA ROO: So ks ko expe hase «ORO EA CRW GE Sats Rae ae ee ee 143.9 148.9 —5.0 

DEO ey he i al A Me A ada Ee SAE we ae ho eran ath: a ph ete ot ie 6.6 6.9 — .3 
Municipal aripubliomtility services 6020. 2 OT. OR A nF 64.3 57.5 6.8 
Contributions, grants, subsidies, etc., not included elsewhere................0045. 814.9 637.2 177.7 
Pensions snuperstnuation and: other benelite 2... ead f..ded veces epee’ eh 142.6 134.8 fr? 7.8 
All other expenditures (other than special categories)..............: 2c cece eee eeee 154.2 88.5 65.7 
REO eae Tae TICLE, GCs) « nco.cuiet bn Pe ek wee ees Oe wa tent eaten Gee 917.8 839.0 78.8 
Subsidies and special payments to the provinceS............2.ce cece ee cecceeences 275.3 541.2 — 265.9 
Rearis aliowisce tas rine). it 2 OC. SAG A Aaa ee 531.6 520.8 10.8 
Old age assistance, blind persons and disabled persons allowances and unemploy- 

at LE CCC RIG, ay oe oe eo) Se oe ae eee eee ea ee ON Ne Oe fone 159.2 143.4 15.8 
DOMRCRTIE COBATIE OY, GONMECNE - GU cca (omy kaw ain Mc 0 pips laactiainad oo cea ow ene ee a 176.0 177.9 —1.9 
Other payments to veterans and dependents................cecccecsccucucceevecs 93.1 87.3 5.8 
Government’s contribution to the Unemployment Insurance Fund............... 57.3 55.6 iv 
Hospital insurance and general health grants. .......... 0... cee cee eevee ee eeees 387.0 332.9 54.1 
arane-(anads Highway contributianss... .scss cd swevccscievaansds osaseeeeniee be 29.2 36.5 —7.3 
Movement of mail.boe land. sir and water ja% 3.3 cecses oes oe cee ee ee 63.3 62.1 13% 
Deficits—Government-owned enterprises............. cc cece cece e cee eeeeuseeeeees 64.2 84.1 —19.9 


$6, 615.8 $6, 558.2 $ 57.6 
Leiba: Tispeucdsture recon yered ix Jacks ed, Wed eek. Tees... Boe Ee oe 45.5 37.6 tee 


Ppt: Tava) TERM ou ios a snis § Recs ane Sia dead ted SR ek te a a eee Wee $6,570.3 $6, 520.6 $ 49.7 
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APPENDIX 3 


SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


March 1963 in comparison with March 1962 


Employees Authorized Increase 
—___————————————| (Decrease) 
March 1963 March 1962 


DEPARTMENTS (Notes 1 and 2)— 
Agriculture— 
og) ky ae OM eet, cr 432 399 33 
Ly Rint Sa re a 3,881 3,846 35 
Production and marketing............. 3,588 3,547 41 
tga gh Ng AEE nt a ee aarrr 939 940 (1) 
orl" ipa pe ERIN FRR aed ha Sar 1,290 1,277 13 
Canadian Government Elevators..............................000 241 231 10 
10,371 10,240 131 
oe i REARS 0G i i ee ae 15 8 7 
eM Tee te ioe bee eeieeecackce,. 179 159 20 
oh Ce: en ee 40 35 5 
te oa 8 LIE oa Baldr al ee il te ce 16 16 _ 
Citizenship and Immigration— 
(tos all grade aa Ei el ele a ee ee 200 191 9 
na lye hea», Son ep Ra oa ll ee 217 217 — 
a ean, 8 PME EA eee he 2,147 2,127 20 
a ED Eagan eral A dy GR er 2,645 2,523 122 
5,209 5,058 151 
ONS a ROVE Gi, ki i eee 775 736 39 
Ee SU gd gel i eel i rl en 1,647 1,587 60 
External A ffairs— 
Cs ele pyle esac oh ed aan a Se a oo ae 843 oe . 
EERE EET, MOO cS ND Aah deol ae a ee eae a 1,459 : . 70 
paternmespems Joint Commission. ....desc<.cccscaveccsecevacdevecevatccee ~ a P 
fuer mternational commiasions. ..............s6cscssaesdseccnscccsvace Pr a 
ee re, no Rete peers weeetet hat ose ain #,330 111 
Finance— pee é 281 263 18 
Rerun ee SCUIOIMAITOLION. 6. gS eee ok dee bese c aes aa 4.808 69 
Sayerrmnne er CS PETE SY. o's o's hc wales ose wwe dee evecavssenaces pe oo (1) 
I AERP SE WT POE ARIES. os do's oun a ses ccce ssecduncaveecenancs “ rt : 
Tariff Board...... Pee eee eee eee eee eee Scere fe en 4 
Roval Canscuian Mint:.......0.iccacececcess 5.788 5,647 85 
Fisheries— ’ 225 210 15 
Aduimptration ANG waneral SErVices....... 0.2.5 s tcc ecw ee ec ee ensensacs i 1.575 53 
ae Ie Cea acc a ee ee ene oer ears soe oa 50 
NS ISIS SES ne Se eee ner er: srr rer TT oan $583 118 
Forestry— ; 182 178 4 
Departmental administration.............:.0ccccerceceeerensccsesscucees a sas 15 
I PE PATON on, avin ans vGlasseckeaesetauscnesweeeenedaresans = pe 48 
Forest entomology and pathology branch 188 177 3 
Forest products research branch............-.-..2scccerccreerccescceees ad ‘see | 1" 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


SSS 5555856000606 OO LD 


Employees Authorized Increase 
————_____—___—______————| (Decrease) 
March 1963 | March 1962 
DEPARTMENTS (Continued) 
Governor General and Lieutenant Governors...........ceee cece cece cen eevees 17 17 — 
ji Abas ile ee ae Re ee We Or PRS Ra eree HG Rn hms itera. cee 110 108 2 
Justice— 
Thapar tare 5 oisigns sha cx W's whe a a wane bale Bales Wes ow one ees ere ee 489 429 60 
PGNITOWELAPIOS sees: cx ks ctecdese eee Sia esac Rea een Red On eer Ne 3,042 2,854 188 
8,531 8, 283 248 
Labour— 
Denar binant es 6:0 6wisns bes eta eas SO eee es. 8 cin bee vine es ee See aaa 679 670 9 
Unemployment Insurance COmMMISssON 6.0.66 0.52. 00s a cer vitens Vere eeemeny 10,888 10,510 378 
11,567 11,180 387 
Legislation— 
SPS NTT Lr om ieee aired aa ane SIR e- ee apna. 5 Weieres exn Bc en nn eee an) Soe rect ond dhe: Oc 129 123 6 
Flouse 6f Gomis... ci. seated bad Bae so whe vee Reet ee een ane 615 580 3D 
Library of Parhamon tsi 3 95 ass eee es 0 oe ea owls bas Min en ewe tae 60 60 — 
804 768 41 
Mines and Technical Surveys— 
PUENTE ASE RTEE NN | ba ic Cp IRs 6 Gea ick AS aut cA York 7 put Sie aie ne gene nee 258 241 17 
Surveys and Mapping Branch................ Pac hle sler Ga ord iced races ae Peete ceyg et! 1,569 142 
COOL OTOH EV GY ase Gch Pan bs Hee eS a Wee ch te 550 512 41 
Diinetelewmacric (cierto oa a's SaBao-+ sd Ra toe nig ORO eaEEe Coan ee an 678 655 23 
International Boundary: Commission §. 5a. so beso « ae eeea de «cee eres 14 14 — 
Dominion: Coal Boarder amacaiced itso aties sice © < bole o%~ Wasi ere eter re 19 19 — 
LONGRIOT&. A MeMPa a Mag eects cnstA PMR nese 5 Cicune erate © sccG GICUARS Po eAt aces roel eae Sours eer ole 273 39 
8,546 8, 283 262 
National Defence (Civilian Staffs)— 
Denny iis AC vNIeer AON sc ved 6 dy cce ss 2 his.8hp we Deed nk ta eee oak ae 681 663 18 
ERE CET BEEN ICOS. Gh an ers io DLR Rees Oe 6 ee eens Oe etiam es CO eeee 1,414 1,409 5 
PEREVAL CLE CA Cea Nic, So ig We wa woe Gute bd cele gheainrs ler ence wees meee 11,681 11,702 (21) 
CANACISN CALORY 20 oo ch oa a 4k bo Pk Ua ee wks CE EWES ut wea eee 19,855 20 , 022 (167) 
Searle pier ans 2 ier Bae Us cals ae arya Ml plaue aa eal ein eleuanaie R 16,381 15,789 592 
Detences research and Gevelonment.. fein dscloninlaaei.s eo naw beaee tediemcel 2,959 2,926 33 
62,971 62,611 460 
STSCI LA ST Ua city's 9:2 cc Raa ah GA ORE Te Oe Pees oo oa alee Meena Ne 67 72 (5) 
National Health and Welfare— 
Derax tient eC NPR: oye ode fon nade aes wae n ceed Med atee coma 368 357 11 
WU APOHURE PEORLLEY WOT HUN tote ss sin Benda xe caen Red PERSE AAR RR eo ae 8,985 3,816 169 
Wallarer franca. de iie ty Coe eee Pa ee ee eee 885 898 (13) 
CREQUIND Cee, i ti Men crates 5 A sam hts ch holies, aio Ae Rae e Ge Ae a 188 173 15 
StIRI aR eR RINGMGeed Ls y 6248s Kae cee clueaenkeen eee eons ee ae 11 — 11 
5,437 6,244 193 
ptiemial Peenren Couto ean: Ao sek Bek ys vo oe a oo ate na OOP ean aaah ae eeui 3,389 3,278 111 
National Revenue— 
CUETO PAOIS LIIVORIOMA, , «van xc diccliv Le deo -daw wees eee pee Seka 8,188 8,237 (49) 
AE SA Ea EO Oh ec, Os son 8s 05s wae oe ee 6,895 6, 784 111 
OL ee A OTUs 2), ett RMA Bin 5rd od kee Bo vch tie ee ee Rhee a RCE Pipe 20 pe 
16,105 15,041 64 
Northern Affairs and National Resources— 
SORE A AGE a ch onc xa oe Kae ca ee eae 205 204 1 
PORE EOE PAROS re ee cess Cpu Pak ae Wb epee eee, 159 143 16 
PUOnAS PETER WA bigtoric titans 0. a..s Sica% cua th eee ae eens eR ES 1,552 1,491 61 
Rea TIS PVR oe. h aati inks wih rang Hace ba Aa 272 244 28 
Northern Faminintrewiod Prauoh . .....cc4105 dele cc lucnencpeakadevaaaees 762 719 43 
RUINS SERINE Fw. iin wg a esate gs 0S RE We YF verge eee ere eee ae 60 56 4 
Northwest Territories and other field services...............ccceceeeees 539 509 30 
Nitionsl Memeurns of (etree. 5 5 cv cdo uu cm vaca cae ee ec peaeenkeeon clues 109 103 6 
Canadian Government Travel Bureau...............sscceccccccscecceees 113 102 11 
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Employees Authorized Increase 
| (Decrease) 
March 1963 | March 1962 


DEPARTMENTS (Concluded ) 


Post Office— 

Departmental administration..............00.00.00.0.000000-00.... 338 

REE ASE. Rana Ala Dh bia beh hd 
rr : SOREN CSE «MEME ew cose aes away ie v's bk eve bs ecee gis 27, 875 
eto» seagate 1... ET ELEEES Me eee aa iran 408 
28,621 

wo BRO oh Ree Ss: 212 

Public Archives and National Library— 
ig lolli get) 7 SCRESES SAFES) ee ea ae aR ae 145 
MEET sh MOB IB dy 6 cseesninscncensecescessc..., 57 

202 

Public Printite and Stationery.........1......0se:sseceeseceserencess,.,.,,. 1,925 

Public Works— 

Ryemrn MUMIMIStrAbION -. 65.6263.) cdedecccaes. 1,830 
Maintenance and operation of public buildings 5, 954 
Harbours and rivers engineering service................................. 557 
Development engineering service.................0000000000000...,,.00. 214 

8, 555 

Royal Canadian Mounted Police (Civilian Staff)..................000-.-.... 1,427 

Secretary of State— 

SS EEGs Oe 63 
MM PESO MN SELES sb dacs Loddcckddsubaddsccdenensice 25 
I cists Cor Baw 6 6 u's viv ot bd aeddee daub O06 need adn, 52 
Cog Eh | Se 321 
MMAR © VEUE IE (OTIC, ae 6s dicen x oss c woos vk na vnnuncevdreececce., 363 

824 

Trade and Commerce— 
ea ce rs 1,712 
Popmeeamentmes POY OF PPMBIBEICR os. bacco cds ied Gad deb oduvdbnddivccedcna 1, 968 
Pe MIO FIQRTCMR os cv donwnevsecacnckecddscnnoreaeeecevcccs 73 
Tir Mpecmeie Censins We anads. oo) 5 esse ccc cecccncccactcedctesansied 325 

4,078 

Transport— 
ea eR Loe er i a a eee ee 669 
NSS eee Litre eee isis. i beSb cbs babsabb vewbonesebennes 469 
Es ES see ee ne eee 3,892 
PORE BUC LMRINENID GECVIOGS. 0.4. 00050000cccescnvcsscecvecusvvessess 7 
ee a el eV a eK Av eR Ream WE Rane w ene bak 10,438 
ee Der ERECT IELL fo. AOE TEE Ds ee cowwee anv eies oes 90 
Hoard offiransport Comiiissioners . 0.5655065 555 seed ee evi tvs Veen biendes 179 
CRIA el aritiie COMED IAsIORs . 6 bs ids covdionnd ow eevaeneenns os 00¥kbIGe 26 

15,770 

Veterans A ffairs— 

SSA Rees iy cheat tangas ete nnn vipii apa epee eee = 13, oni 
RUM SMES). C TITIRINBUON . 55 nds cc ccs caesr secwccausubecussseuneness poe 
Soldier Settlement and Veterans’ Land Act.............esececccsceeeues Te 
PORTE TION UNOE IE, cc boccds cess cv scnrcccctavesenesacsntsasemes 206, 658 

CROWN CORPORATIONS (Note 3)— 

Atomic Energy of Canada Limited— - 
ee i cba dba edevounyccdeeysnet¥etesacseeseucsvnapes dd 
Non-professional....... 00... ccc cc ccc een cererceveveneesesreenseren shine Poe 
I canes ad seen goearwesepnecsnsecenonesenensassetons sok 
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SUMMARY OF EMPLOYEES AUTHORIZED FOR THE PUBLIC SERVICE—Continued 


Employees Authorized 
renege tennessee tee Increase 
March 1963 March 1962 (Decrease) 


CROWN CORPORATIONS (Continued) 


Canadian Arsenals Limited— 


Salaried cos. ois sc cD dee os ee he hvehheee a emcdebeeeetaes weer 861 976 (115) 
Hourly rate productiv@ io. brs os in aides nde noasdeene dt eae eine sanens 652 787 (135) 
Hourly rate—non-prowuGhve. .....< diacveadcunwcceneassa aes eedded ean 572 672 (100) 
2,085 2,435 (350) 
Csnatlinn Brosacasting Corpertion o...3.1).00vieenws oho autsd eae eenaentartels 7,673 7,828 (155) 
Caandian Conmercial Corooratiotiens «odcea.cos crea uee aes eee eee 81 69 12 
Canadian National Fit] ws vy ieic cid otis dace sain oka ascorbate ae Whanrenan aes 91,561 94,216 (2,655) 
Canadian Overseas Telecommunication Corporation— 
Ackminioieatiwe: 65. Ac Ree eies <i eae ot Oke PEO AEE bea eee 110 92 18 
LARD: fico d sine doo pees ais SORE Lh odlencr eta ecm Te es ane sie 339 323 16 
449 416 34 
Canadian Patents and Development Limited................. 0c cc eee ee eens 4 4 — 
Catiadian Worl Rshibition (orporationicects vs.wakes 4064 5c 6048 < Koel een eu 9 _ 9 
Central Mortgage and Housing Corporation— 
Repular oe 66 in 5. ee sss o eee dA ee be DAe eadehin, oe 1,953 1,977 (24) 
Areas ORR CBRL Bere ters cova acon is, desea neuen Oe GeRa NaI bier ee Ne 67 93 (26) 
2,020 2,070 (60) 
Crown: AssetarLispossl Cornoravion 4 s<.diandenwee wine ane canaee eee 99 99 —— 
Peience Congeructint 11 96t) antes. , 4044 is ata kes sexes fo ta ielinabadeck sages 297 441 (144) 
FERRO ROO: 5 Me IOTE LDL teas inc senate ence echo eieardiel han chet Raeee atone eke 28 32 (4) 
Eldorado Mining and Refining Limited— 
Petabeakt tiey yok ae Oo lo: | oe eee! Str ee Seer’ yor eee wren ert 85 91 (6) 
CPOrARialee <0 ec Cree eee tan Rik man nk aoh ra ase e bacerelickwe OER Acie 702 849 (147) 
Beebe Rie a. ctor. ee ac Cicer eee Ade ober ake tone ER eee ene 46 43 3 
833 983 (150) 
Haport Credits Tusuratice © orporacion. <ic6 os Senses ohs00c0s ones hendae woes 58 43 15 
Orth Cregeen Ora ills eee ois. xis ba eA eu awe Naw aA bea eee els Rae 468 388 80 
he. Natianal Batticields: Commission .5.<.5s04.s8sassesntada sien eeeanehans 22 23 (1) 
National Capital Commission— 
Administentive.“Hnigindering, ete... )s ck. ist candace teen atesee anes 113 110 3 
Prevasiiemen te —permanenitv.:)5. 5 1 down bw.ss aan VARA RRNA OAD 297 287 10 
Construction employees for specific works.............. ccc cece ee eeees 125 172 (47) 
535 569 (34) 
INationn) Ceres Al mi ier tan. ..o..irc-ehis va sienna s aes od Oe Kn went vee 8 = 8 


National Harbours Board— 


Salaried—Permanent, seasonal and temporary................eceeeeeees 869 862 7 
Prevailing rate—Permanent, seasonal and temporary...................- 1,458 1,485 (27) 
2,327 2,347 (20) 
Northern Canada Power Commission— 

PRR RRC ee 5 ssh Bi PN 8 ov Le ciao nae elo eeaes ee 37 37 _ 
CPA MIe slr ys BOON sc ON VP os greeter ark Ours bwin kom ore 145 150 (5) 

182 187 (6) 

Northern Transportation Company Limited. ..............ccccccecececeeecs 37 38 (1) 
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PUBLIC SERVICE—C oncluded 


Employees Authorized Increase 


163 


POE cee ses Hl | Decrease ) 
March 1963 | March 1962 
CROWN CORPORATIONS (Concluded ) 
Polymer Corporation Limited— 
Palaried....... 
Rey ae Oe ten Oe ake FE Es as by Sin ie wy y Som eitie bake lea ok 1,159 958 201 
GO er Seo re nieve sen p NRO RR Raia caaads 1,887 1,735 152 
8,046 2,693 858 
The St. Lawrence Seaway Authority— 
Administrative PP ORE ico 555s so sncveesanlencv.céccec.. 257 250 7 
Operations eM a ES oA ie EN a we bwin ce mmeiban dns 6 dea bans 669 667 2 
Seer e oobi s4ileaecdeeccvecersscc 476 575 (99) 
1,402 1,492 (90) 
The Seaway International Bridge Corporation Ltd........................... 17 15 2 
Trans-Canada Air Lines— 
Ns fe on sn ecient s dover an snviansdiasdvvidadloecdecoeeen,, 1,445 1,538 (93) 
koe lela an: 2535.0 ewe. 10,168 10, 220 (52) 
11,613 11,758 (145) 
Pol sown corporations: Wt Sry. en. Rta Seow 127,647 130,881 (3,234) 
OTHER INSTRUMENTALITIES (Note 3)— 
Ee Pen 55 EN Boel os od va Cdeeood elec eke 1,064 980 84 
od a heals ae a le 33 32 1 
pao Keamadian Whoat Board... cs... se snieseanussseserodeeesesessccaccs. 582 619 (37) 
eee res Postal.y eas. cached Shiva) 2... AWibeccs <n... 17 17 — 
enclustrial Development Bank... 0. .5.620..0.c0cceceeccsceeseeeccccnc. 5. 491 427 64 
TN ec an isha nd Hh Rady dev oh wd oecdnncec.ccc.. 624 645 (21) 
Ptationel Prodactivity Council... 0.66.66 .0cccscesceveccececceccccs. ccc. 16 10 6 
Total, Other Instrumentalities.............0. 000. cc cece ceccecceee ee. 2,827 2,730 97 
TotaL, DepaRTMENTS, CRowN CORPORATIONS AND OTHER INSTRUMENTAL- 
eae rhe de Wis ig 4G a ox 4.5.0 elem vin © 5 wale b exw Oka dawevnnlak 337, 1382 336, 123 1,009 
I eh ae ee Pa 
NOTES: 


(1) The boards, commissions, etc., shown separately under departmental headings, are those for which descriptive out- 
lines are included in the publication ‘‘Organization of the Government of Canada’”’. . 

(2) The numbers of employees shown for the various departments are the approved ‘‘man-year’’ figures appearing in the 
Details of the Estimates, including seasonal, part-time and casual employees. 

(3) The number of employees shown for Crown corporations and other instrumentalities are the “actual strength” figures. 
The following additional information is available with respect to establishments authorized by the executive boards 
in several cases: 


; 
' March March Increase 
1963 1962 (Decrease) 
a x a ee a ee 
' . * 17 

Canadian Broadcasting Corporation. ............0.0.0cecececueucucueees 7,892 8,109 (217) 
é National Capital Commission— 
L ini i Ne ae | eae ee Ce aD on SR Se 129 113 16 

Administrative, Engineering, etc..............00.000000- 
I MAO E nk ch uum'y eee a wad ae’ eogeewalas 514 474 40 

; Prevailing rate—sonsomal............0.0ssceercsccccccvaceces 7 
I National Centennial Administration. .............00cceceeceececeucesces 30 -- 
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EXHIBITS 
(as published in the Public Accounts) 
Statement of Expenditure and Revenue for the Fiscal Year ended March 31, 1963 ... Exhibit 1 
Statement of Assets and Liabilities as at March G1, LOGS. « ia i-w vis + & ones ae Exhibit 2 


Summary of Appropriations, Expenditures and Unexpended Balances by Depart- 
ments for the Fiscal Year ended March 31, 1963 .........eccccccecccececcen. Exhibit 3 


Summary of Revenue by Main Classifications and Departments for the Fiscal Year 
me amare POG FF IS SIT rs ao canes cewecss cm me Exhibit 4 
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THE GOVERNMENT 


STATEMENT OF EXPENDITURE AND REVENUE FOR 


(with comparative figures for 


EXPENDITURE 
Fiscal year ended 
March 31, 1963 March 31, 1962 
PCMAG. 0, pe OR 1.53/83 oo eee Ree Ee ae toes Se es a eee ee ee ee a a $ 234,826,957 $ 286,683,751 
PAPAS FO las ng os ena gl nada Rid nee Dod he a ete arclice Uae do Ee Ga rere 63, 205, 370 34,711,614 
PUGALOT GrOnG ral sg: CTTCE ies recs kee ent rovers hrs enti, hes as SiN ea eee ea eee ee 1, 218, 834 1,069,939 
Beard Gt Brosdeast GOvermore se ods. ss oa ee Sane eee A ace ee ee 303,010 311,515 
Catieadinn Droadonstitte (or pO raion 16s oc a < cua s vane 61S) oa ieee fe Ree ater ote eh et 80, 815, 947 78,160,805 
Officerot the Chiet, Hleatoralu@ dicen sane mie: ons iene ei Ae ere eres 11815352 366, 474 
VEOUsh ity ANC (TAP AtION <i s ice oe wise cle hoe eel ewes Se CMe ete eRe anim rie tee eee Ree 66, 237, 381 65,016, 446 
iti Bervies Corn rreiseiiin yo ele vies 3 26 croc a wren rs Sieh 5 erat ee a cures pate ae, She ae 4,792,379 4,738,709 
Defences Production 2.45.705.27 ses hae ean tee nc aie etek ee eet ee Ce ar ae 28, 837,778 23,929, 926 
Hct A Fin tee 66. § a5 4h ic ee Sek sak ee ei eae I EE ie  a ee ee e 85, 196, 665 95, 571, 260 
Finance— 
Pablte Debi Gheracite, . o05/raralace sam wetie aire oe ree eee iotnlo ever ae aca een clk eee 917,787, 239 838, 986, 401 
Fiscal, tax-sharing, subsidy and other payments to provinces...............00eeee cece 275, 302,387 541, 182, 624 
Cbber excel brews ic ce eee areca the seen wc econ ec pear Ra eI ee 161,990, 212 131, 784, 164 
1,355,079, 838 1,511,953, 189 
Gots) os) | OT or ee re ae eerie Ce Wet Me OL AO ce ee eae Se ee ens 23, 292,700 23,097, 882 
Pe es ay ERS Ce ne) i, ohm, abaden ene Dosa trad Rr ene ede Serra: Bria dokiee era Aber 16,174,971 14, 737,929 
(Sovertion (.cneras SHG. AGUUONaN Des VOTNORS: 6.05 acs 4% sak aaa Sais SAR ce ote ee ee 467, 638 474,156 
dG sv s105 2 40161 < eR eer ap SR RCER SOCAG TERY Ait 3s ia NON MOONEE CONE Mat A 6 FAR OM del PARE ate ab Esp ohae tee ot, 1, 422. 120 1,358, 022 
CEA are pred sc 5h. ee a gat ote ati ae crea eso, «cs ccc apes ahd cea sh leo Nin ce a ae 34, 531, 655 32,580, 184 
abort eh cds kot oe ee i, HA akg MORAG Soe, ee. OEE De oe FEE LO, Perce Ss ee Se 348, 235, 508 168, 884, 756 
TP USLAB ION 2 5 5 aco Al sc We ore ae ee tarce sa re etal Beild ote ERI ee ee Lee Re 8,108,063 8,438, 007 
Mines and Techinigal Survoye:. noasoseios. crite ey is ce thee oe pee es ee ea ee ee ee 71,130,401 67,599, 290 
National Defence— 
oval Gana Bla. 55. one ea-ays @ 2 berm sulstn 5 anges ie eee Gc Lae ol eee Re ee Ae eee 269, 438, 503 272,005, 671 
TBA AR PREY ics ase eek nee eR nee bie oe Ca aco \ cartels we eek ee ae ee eee 443,163,371 442,414, 649 
Hoval GCanathinn Ai ore. ae ha ee Be Bi eo Betis ee ee ee 713,884,440 781,421, 960 
Defetice rescarcivand developments +... Troe hee et ee eee. ee 41,089,007 40,444, 658 
Ot hemex pen adibure oxo Gennes ek cages Mae oulhs Sears aay « 2 Re a eee ees eee 107, 278, 340 89, 817,374 
1,574, 853,661 1,626,104, 312 
SEE ATRL TAR UNG tid 509.05) EQ emet Se OP) ee Pr yey aa Ce eRe ere Se ee ee 5, 610, 630 5,143,773 
National Galleryt.c4... anim eek eee, Ba le ee EI, A eed. Seen 987, 271 1,053, 582 
National Health and Welfare— 
ge sil eae UG eo oo ta Si eae Mel i a Mae Re ers Sopot ttl Re Ae Peo elle fh Np Ale tnk an leh ling  y 531, 566, 349 520,781, 193 
MPG TIOT” Exe CIRCE LEE 57. oly ca BR teas eres care Ba ce beh occu aco sete Oe 6 es aa ok ame red net Cris onc 591, 854, 334 519, 494, 503 
1,123, 420,683 1,040, 275,696 
National Research Council, including the Medical Research Council....................... 40, 596, 727 38, 849, 279 
pea ECONO ta ute Seto d at ac price Mis caer e ce ce 2 Wie. Soe are, ie a ere en cee te 78, 607, 667 75, 330, 063 
Northern Affairs and National Resources: << <> os ..6 ba dowt oh onan poe ede hee Pt ee 87, 563, 579 79, 367, 605 
LAA, 0 Li Pe ae OCR NE EE ert Oe Slee Ge ae aan are Deer NNN ire RA Gm SR Ae f 189, 344,410 185, 003, 359 
Lee) pa ReLtct cs; CRORE Ee Rites en aly SORE TORT Tae ee Aan Bly eT ee An te Oe ye 5,016,879 4,479,601 
PRC ATONIVON td IV HCIOD AL ADE AEN co. .% beach acsst ace ueke eee aoe mone ale oe ee ae 1,035,471 977 , 899 
ELI APPT bI UP EEN RE GIONOEY ooo eteiise ons S000 Rake. Ow ce ae ie ee 3,977,442 4,010,195 
Pe AES ie et Le ae ok Sas as oy aii can ei tae ied Res eins Re eae 171, 384, 711 188, 813, 326 
RO ye) Sonnaiink DLOUNLeG: OLIGO: ccc alc y's: ka tbo nth eae aaa eee RE ee ee eee 65, 424, 359 60,497, 037 
POLO NPY GE PCAC So. 5 Sater col rus Sh, Beas BU cok eke IRONS wooo Reese a re) a ee 4,788,258 4,994, 967 
PEG FG BPC gee) siesta nics cate tel Be ona tae oy ed ee ed ce eee ee 30, 364, 666 42,447,107 
CAC RORRUNR ET Sire atte cae cho cece ly a hs aay SMEG a oe OS Le, oi Mie, ORS me ee eee eee 416,019,472 410,391, 113 
Veterans A ffairs— 
ts. Oe a a es Se Oe eee Fee cere ye, Ste eee oan Ts 175,901,737 177, 869, 638 
EGRET Oe pene Fear Gs 2 i fe 3. peek Slane Ai oe ee Se is ee ee 159, 700, 712 155, 353, 268 
335,602, 449 333, 222, 906 
Total PEDOIUSICUED Oe be Co Cig ois ee I ee Pe eee a ee 6,570, 341, 805 6, 520, 645, 674 
BOs MN Te Ane Bn dene Cia ad Ath ee yh ag) el ae nek Se ee a ge oe, — 691, 632, 927 —791,021, 950 


5,878, 708, 878 5, 729, 623,724 
SSe———————0—0—0—Oao0?onao0)nanaO0DaDaOoOoOoOo09auomumm9DR 


H. R. BALLS, RK. B. BRYCE, 
Comptroller of the Treasury. Deputy Minister of Finance. 
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EXHIBIT 1 
OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1963 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1963 March 31, 1962 
Tax revenues— 

saris ee 
ee SE ee ee ee $1,744, 626,029 $1,792, 655,915 
Corporation® oo ss... 5 deta? tay itch ae Mnbeiwien shins aucactie Lie, 1, 182,836,979 1; 2027053" 695 
On dividends, interest, Sct RPO MOMINVOLE 55525 ernassntiet Beta te 129, 137,372 112,305, 709 

Excise taxes— 
eM MUMMME TITRE = o> 0s -RRR AE CABB o> -reer sce. ces... ..0e Oe Ree 805, 970,471 759, 677,970 
Other... See mente F< ~~ BRS OER GOS so ain st wvindnvecevsneaathadia ie ic... 260,378,073 262, 526, 380 
Customs duties ee OMENS 225K Sr. hein ess 9,05 oslo 0 80d sow van > ou Sade DR xe 644,992,131 534, 515, 544 
Ne coca sp sss acs ccphegmtuatal hake ee 381,865, 989 362,798, 655 
Estate IT NI pe sey en ios as nunnsacarbheboneth centr taker te 87,143,312 84,579, 383 
ee Os OD GUG-G08.2 <<... MBO.GOO-bes ds... cs. nde ee 27,028 51,495 
5, 236,977, 384 5,111,164,746 

Non-tax revenues— 

EE eee api See Oe ae oe rr ee 311, 860, 829 307, 502, 187 
PRE eer MOUMBGUMETOMBIING, .. .. 506.077. G02. d..... 0 mdninctnn co 192,771,815 183, 678, 937 
Refund of previous years’ RON he anees, Gkeadald.-.............. 22,392,490 18, 162,831 
ee IRR AvORG. 7... .-.. 84-920. pik. 2...+............... ce ae 46,185,576 42,452,991 
EE ee ok fiwGi ac si cttevsyagerccce le eee 26,531,005 25,901,810 
PeeeUMPRPlERENGHG BBM POrMiIts. oo... ew tones e eee ccncccccee code uke 25,008, 212 23,271,195 
RIE Fo ES ie kentis bu s+ ss «hc sgihinmtnockateas aakdic 9,404, 342 7,965, 169 
Sema, dinconnt.end exchange. ..gxp. coe.s55).......-............ ee 1,771,425 
maa TEMG. SG... . +. BER RTA. Gid-..-.0........ 0. eee 7,577,225 7,752,433 
641,731,494 618,458,978 


® Excluding tax credited to the old age security fund— 


1962-63 1961-62 
Personal income tax. .<i2: . si... 273,650,000 258, 950, 000 
Corporation income tax............ 115, 250, 000 100, 125, 000 
cS ee ee a ee ee 302, 238, 927 284, 879, 238 


®) Includes duties levied under the Dominion Succession Duty Act. 


er 5, 878, 708, 878 5,729, 623,724 
SS cE EE OE ER EES EE Te Fe 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the oe aaouren erate ana” aes aaee 
obtained all the information and explanations I have required and, subject to the O nin der Pics ea Mindnen aail that, in 
mons, I certify that the Statement is in agreement with the accounts epataingt he F re ig he March 31, 1963 
my opinion, it exhibits a correct view of the expenditures and revenues of Canada for y 


A. M. HENDERSON, 
Auditor General. 
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ASSETS 


. Current assets— 


fae) Caen, cheno. ate ea tia fe toeesactarer espera reatese 
(b) Departmental working capital advances and revolving 
TAS, SEHOUWE Breet. tes owe BASE SAE oh ea ts Aaa 
(c) Securities held for the securities investment account at 
BMOTtZEd: COG Loe, oe eee ese Se EE Re ee eee 
(4d) Other current assets: schedule’@.2<20.....2cceee i saaordes 


Advances to the exchange fund account—(value of investments 
from advances on basis of closing exchange rates: March 31, 
1963, $2,757,046,289; March 31, 1962, $1,759,690,147)........ 


. Sinking fund and other investments held for retirement of un- 


Iintured debt senedule I) sic as sics ie vasd one heres 
Loans to, and investments in, Crown corporations, schedule E, 
Loans to national governments, schedule F.................... 


Other loans and investments, schedule G 

(a) Subscriptions to capital of, and working capital advances 
and loans to, international organizations............... 

{b) Loans to provincial governments. ..i. 6256.04.25 40sec08005% 

(c) Veterans land act advances (less reserve for conditional 
Pirie te ue eee bs Sha es pene ese re ones eG LPR Oe Ee re ees 

Ce) aCe Lie iy ieee o8 PERS WES PROS RAT hate ecees es 


Securities Heldin trust, schedule Boi ies chcss Gere rete eee 2 ke 


. Deferred charges— 


(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............... 
Public service superannuation account..............08- 
Royal Canadian Mounted Police superannuation account 

(6) Unamortized loan flotation costs, appendix No. 7........... 


. Suspense mecounts, pehedtle [ih See eee 


eran Al Beene, | eye eyae, ce rere be os h55ada ik iat ateneeis 


Inactive loans and investments, schedule J.................... 


fh ee ones eee er eee ee 


NOS MRI ich Wien od Mee ie ee oi Ae bo Ae aan 


Net debt, represented by excess of liabilities over net assets, 
schedule K 


March 31, 1963 


511, 347, 154 
243, 267,010 
33,480, 163 


32,176, 896 
820, 271, 228 


2,736, 000, 000 


22,311, 845 
4,468,119, 368 
1,210,776, 466 


693,997, 679 
116, 817, 625 


196,018, 731 
103, 820, 344 
1,110,654, 379 


26,016, 102 


524, 849, 000 
276, 661, 000 

3,533,000 
131, 601, 094 
936,644,094 


136,101 
: 
94,824,381 


11, 425, 753, 960 


— 546, 384, 065 


10,879, 369, 895 


13, 919, 769, 972 


24,799, 139, 867 


$ 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 


(with comparative figures 


March 31, 1962 


895, 321, 334 
223,379, 565 
94, 608, 163 


32, 707, 390 
1,246,016, 452 


1,793,000, 000 


19, 432,331 
3, 985, 329, 459 
1,339, 796, 827 


659, 935, 897 
97,879,073 


177,355, 101 
58, 693,017 
993 , 863,088 


25, 836, 647 


326, 300, 000 
276, 661, 000 

3, 533,000 
121, 332,197 
727,826,197 


136, 101 
1 
94,824,381 


10, 226, 061, 484 


— 546, 384, 065 


9,679, 677,419 


13, 228, 137,045 


22,907, 814, 464 


Net increase 
or decrease (—) 
during 1962-63 


— 383,974, 180 
19, 887, 445 
—61, 128,000 


—530, 494 
— 425,745,229 


943,000, 000 


2,879,514 
482,789, 909 
—129,020, 361 


34,061, 782 
18, 938, 552 


18, 663, 630 
45,127,327 
116,791,291 


179,455 


198, 549, 000 


10, 268, 897 
208, 817,897 


1,199, 692,476 


1,199, 692,476 


691, 632, 927 


1,891,325, 403 


The notes appearing on page 114 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


R. B. BRYCE, 


Deputy Minister of Finance. 


(The schedules and the appendix referred to in above Statement, and the pages referred to 
in the two notes, are to be found in the Public Accounts, Volume I) 
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OF CANADA 


LIABILITIES AS AT MARCH 31, 1963 
as at March 31, 1962) 


14, 


15. 
16. 
rf. 


18. 
19. 
20. 


LIABILITIES 


March 31, 1963 


Current and demand liabilities, schedule L 

a) Outstanding treasury cheques............................. $ 

(b) Accounts payable (that portion paid in April of the next 
meee ie OSA) year). ool ee 

(c) Non-interest-bearing notes payable to the international 
monetary fund and the international development 
association............ 


Undisbursed balances of appropriations to special accounts, 
NE Ae et ate ra ee eee 


Unmatured debt, schedule R. 
PERSE Oe nk et ee 


Nove: 

The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to prin- 
cipal and interest, $1,381,361,480; other guarantees of 
$5,352 ,844,627; together with certain indeterminate guarantees, 
are listed on page 180. 


IN REE os on dy Cn sis Rs de Move Re weavdacs ae 


266, 408, 863 
267, 364, 119 


757, 284, 519 
32,466, 821 
79, 460, 893 

196,973,991 
31,379, 226 


1,631,338, 432 


225, 202,751 


4,747,016, 868 


119, 951, 698 
107,739, 147 
6,054, 640 


15, 796, 836, 331 


2,165,000, 000 


17,961, 836, 331 


24,799, 139, 867 


March 31, 1962 


$ 265,658, 447 
280,711,177 


372,031, 620 
36,438, 562 
73,845, 656 

174, 601,049 
30,794, 396 


1,234,080, 907 


266, 624, 103 
4,245, 941, 809 


115, 135, 367 
94,991,098 

5, 305, 046 
15,060, 736, 134 


1,885, 000, 000 
16,945,736, 134 


22,907,814, 464 
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EXHIBIT 2 


Net increase 
or decrease (—) 
during 1962-63 


$ 750, 416 


— 13,347,058 


385, 252, 899 
—3,971,741 
5, 615, 237 
22,372, 942 
584, 830 
897, 257, 525 


—41 , 421,352 
501,075,059 


4,816,331 
12,748, 049 
749, 594 
736, 100, 197 


280, 000, 000 
1,016,100,197 


1,891,325, 403 


mons, I certify that the Statement is in agreement with the accounts mainta 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the Financial pne ee 2 eer 
obtained all the information and explanations I have required and, subject to the comments in my repor 


opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1963. 


A. M. HENDERSON, 


Auditor General. 


ined by the Department of Finance and that, in my 
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SUMMARY OF 


APPROPRIATIONS, EXPENDITURES AND 


EXHIBIT 3 


BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1963 


UNEXPENDED BALANCES 


Section Department 


Appropriations 


Expenditures 


Unexpended Balances 


Carried 
forward“ 


_——_— | ren ns fe 


Arran tne eT eo re sco er oe ete 
TN MLN] 27-0 oe ene Ree SOP ee 
Auditer Getersi’s Office. ...0...0...0..55. 


Office of the Chief Electoral Officer........ 
Citizenship and Immigration............... 
Civil Service Commission. ..........:..... 
Defence Piodaeuion... £4.60 tee tees 
10 Pxterital Arata oes e a eee ee, 


1 
2 
3 
4 
5 Canadian Broadcasting Corporation........ 
6 
7 
8 
9 


11 SS INGTCE, ced GORE Ee ik ARE REE ek 
12 PiShiOPlGs 2.07 ee cei Cerne ven one seit ee 
13 Borestry -40 Be Seis co. 1 Sa ee SOR. 
14 Governor General and Lieutenant- 
GOovernOrs: AF tee Moc cc Ce ee Le 
15 Ineorgnee ee As as OR ee, 
16 PUTCO SS sear ae cet Rat cisco alee ta ee 
16 Office of the Commissioner of 
Penitaniie res 47... us: » 2. eee es Se 
ity Dae CE ata he ms LPs IE Pain te ate in 
18 Legislation a Grew sa.cslvh «creed ai etatit:<-: 
19 Mines and Technical Surveys.............. 
20 National Welennes 7 vee... ce ees Ve oh 
21 National Halt Gatd yh. is ek eas cee le 
22 National Gallery of Canada................ 
ye) National Health and Welfare............... 
24 National Research Council, including the 
Medical Research Council............... 
25 Ne tIGRIALe VONUG oe bs or ckcinls scotia eee ee 
26 Northern Affairs and National Resources... 
a7 Posti@ice eeu ee ee eet PEE) boy 
28 Peeve once ne ee aes bes tc Lee 
29 Public Archives and National Library..... 
30 Public Printing and Stationery............. 
31 PD UCR Wri eed. cet wh Fp Rh cre hae 
32 Royal Canadian Mounted Police........... 
33 BeOretnryr or States «6. veld eos ns osc s ace oars 
34 arade and Commerce. «4. i. 54 ese ce tk: 
35 fe TTS, Lee ee SN GT Oe ae Te 
35 Canadian Maritime Commission......... 
30 National Harbours Board................ 
36 Weterann A faire. 6 54 cede cee cas 


243,119, 696 
63 , 223,215 
1,232,508 
357, 935 
81,769,476 
11,816,862 
67,920,929 
4,961,300 
29,292,349 
88, 644, 062 


1,355, 990,574 


24,825,321 
Le ALL,.192 


484, 388 
1,422,818 
9,958, 690 


27, 688 , 527 


(3398, 576,415 


8,471,521 
72,342,851 


1,583, 120,395 


5,610, 700 
1,039, 700 


1,127,304, 330 


41,033, 953 
79,791,323 
91,970,435 
189, 943 , 870 
6,794,714 
1,049, 244 
4,088, 600 
175,706,970 
65,917,308 
4,841,138 


(332,122, 591 


392,154, 983 
30,974,434 
5,195, 400 


342,573,721 


234,826,957 
63, 205, 370 
1,218,834 
359, 913 
80,815, 947 
11,815,352 
66, 237,381 
4,792,379 
28 , 837,778 
85,196, 665 


1,355,079, 838 


23, 292, 700 
16,174,971 


467, 638 
1,422,120 
9,802,920 


24,728,735 


348 , 235, 508 


8,108,063 
71,130,401 


1,574, 853, 661 


5,610, 630 
987,271 


1,123,420, 683 


40,596, 727 
78, 607, 667 
87,563,579 
189, 344, 410 
5,016,879 
1,035,471 
3,977,442 
171,384,711 
65,424, 359 
4,788, 258 
30,364, 666 


379,857,576 


30, 967,817 
5,194,079 


305, 602,449 


328,000 


147, 143 


191,125 


13,396 


4,148,372 


7,964,739 
17,845 
13,674 

4,022 
806, 386 
1,510 
1,683,548 
168, 921 
454,571 
3,206,272 
910,736 
1,532,621 
936,221 


16,750 
698 
155,770 


2,959, 792 
23, 603, 639 
363, 458 
1,212,450 
8, 266, 734 
70 

52,429 
3,883, 647 


437 , 226 
1,183, 656 
4,406, 856 

599, 460 
1,777,835 

13,773 

111, 158 
4,322,259 

492,949 

52,880 
1,757,925 
12,284,011 
6,617 
1,321 
2,822,900 


(6, 690, 444,438 |6, 570,341,805 |(4,828,036 | 88,537,329 


26,737, 268 


26,737, 268 


a || 


® Available for expenditure in 1963-64. 


2) Due to special requirements of the period financed by Governor General Warrants for “ the redemption of warrants 
in excess of amount appropriated ‘) the spending of revenue “) payments beyond the estimated Canadian dollar equivalent of 


foreign currency. 


‘8) Includes amounts carried forward from 1961-62 a 


Trade and Commerce $1,169,799. 


ppropriations: Department of Labour $37,457,432 and Department of 


‘) In addition, parts of appropriations in respect of the following departments and expenditures in similar amounts were 
transferred to ‘‘Other Loans and Investments’’, as follows: Agriculture $4,376,328 and National Health and Welfare $2,000. 


H. R. BALLS, 
Comptroller of the Treasury. 


Auditor General’s Certificate 
The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction and, 


subject to the comments in my report to the House of Commons 


summary for the year ended March 31, 1963. 


A. M. HENDERSON, 
Auditor General. 


, I certify that, in my opinion, the Statement gives a correct 


(The sections referred to in the above Summary are those in the Public Accounts, Volume II) 
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